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General Section 


Asia-Pacific Economic Reform Meeting Opens 
OW 2607133888 Beijing XINHUA in English 
0618 GMT 26 Jul 88 


[Text] Beijing, July 26 (XINHUA) —The second Asia- 
Pacific regional meeting is now in session in Being, the 
“CHINA DAILY” reported today. 


The three-day inter-country seminar on enterprise 
reform, sponsored by the United Nations Development 
Programme (UNDP) and attended by | 7 representatives 
from six Asian countries, is focusing on the role of 
private firms in economic development. 


New policies of more decentralized economic decision- 
making in the context of free functioning market mech- 
anism have contributed to national development in the 
Asia and Pacific region over the past decade, said 
Andrew Joseph, director of UNDP's regional bureau for 
Asia and the Pacific and chairman of the seminar. 


Gao Shanquan, China's vice-minister of State Commis- 
sion for Restructuring the Economic Systems, said the 
seminar is important to China now at a crucial moment 
in economic reforms. 


Door Open for DPRK Participation in Seoul Games 
OW2707030888 Beijing XINHUA in English 
0058 GMT 27 Jul 88 


[Text] Geneva, July 26 (XINHUA) The International 
Olympic Committee [IOC] President Juan Antonio 
Samaranch said today in Lausanne that all the prepara- 
tions for the forthcoming Summer Olympic Games are 
going smoothly and the door 1s still open for the Demo- 
cratic People’s Republic of Korea to participate in the 
games. 


After an IOC Executive Board meeting today, Samaranch 
said some officials of the IOC will be sent to Seoul within a 
few days and all the staff members for the summer games 
shouid be at their posts in early September. 


Referring to the Democratic People’s Republic of 
Korea’s participation in the games. the IOC president 
said the door is still open. 


Representatives of the organizing committee of the 16th 
Winter Olympic Games in Albertville of France and the 
Columbia Broadcasting System signed a contract for 
television rights for the 1992 Winter Olympics. The CBS 
shall pay 243 million U.S. doilars for the comprehensive 
TV rights within the United States. 
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New NATO Chief on Conventional Disarmament 
OW 2707014788 Beying XINHUA in English 
1538S GMT 26 Jul 88 


[Text] Bonn, July 26 (XINHUA)}—Manfred Woerner, 
the new secretary general of the North Atlantic Treaty 
Organization (NATO), said the West Bloc should put 
forward concrete proposals on conventional disarma- 
ment to the Warsaw Pact before the end of this year 


Woerner said that the NATO proposals should not be as 
late as a NATO comprehensive program on disarma- 
ment 1s completed. 


The new secretary general made these remarks in an 
interview with DPA, which was released today. 


Woerner predicted that the negotiations on European 
conventional arms reduction will probably begin this 
year, saying the NATO, which initiated the talks, will be 
in an embarrassed position if it 1s not able to raise 
specific proposals before the talks begin. 


He hoped that the Vienna follow-up meeting of the 
European Conference on Security and Cooperation will 
soon come to an end and give the mandate for conven- 
tional arms talks. 


Woerner dismissed the proposal of the Warsaw Pact to 
freeze armaments before the conventional arms talks, 
saying the NATO has had good reasons to reject the idea, 
for the imbalance between the two blocs should not be 
pinned down and stimulants to disarmament should not 
be reduced. 


The former Federal German defense minister refused to 
give any comment on whether or not the NATO ts going 
to make the negotiations on the reduction and the final 
elimination of nuclear weapons go along with the talks 
on conventional arms reduction. 


However, Woerner said, the NATO summit in Brussels 
last March had manifested that the organization will 
effectively obtain sufficient conventiona! as well as 


nuclear weapons. 


The former defense minister succeeded Lord Carrington 
on July | as the NATO secretary general. 


UN Chief Plans Gulf Cease-Fire Announcement 
OW 2607094088 Being XINHUA in English 
0707 GMT 26 Jul 88 


[U.N. Chief Confident in Announcing Gulf Ceasefire in 
Ten Days (by Lei Lili)"—XINHUA headline} 


[Text] United Nations, July 25 (XINHUA}—U.N. Sec- 
retary-General Javier Perez de “uellar said here today 
that he 1s confident in announcing a D-day in ten days to 
end the eight-year Iran-Iraq conflict. 
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Appearing on the news hour show of Channel | 3 tonight, 
the U.N. chief said once his technical team is back in 
New York with a report, he will “decide a D-day in order 
to make Security Council Resolution $98 move ahead ™ 


The technical team, announced by the secretary-general 
last week to work out details of a ceasefire with both 
governments of Iran and Iraq, arrived in Tehran this 
afternoon and will be heading to Baghdad after a three- 
day stay there. 


The team will return to New York in a week or so, the 
secretary-general said. 


The U.N. chief saic he would like to “have the ceasefire 
declared as soon as possible.” 


Last week, the U.N. chief said he would, on D-day, 
announce dates for sending a U.N. observer team to 
verify the two sides were respecting the truce, for the 
repatriation of prisoners of war, for the opening of peace 
talks and for the creation of a commission to determine 
culpability for the conflict. 


Referring to his coming talks with both Iranian and Iraqi 
foreign ministers, the secretary-general said he will dis- 
cuss with them “all aspects of the resolution,” which 
calls for an immediate ceasefire as the first step. 


“The resolution is an integrated whole,” he said. “The 
ceasefire, that is very important to understand, 1s not the 
end in itself. It is just the first and very imporvant step 
towards the full implementation of the resolution.” 


He said he hopes his meetings with the two foreign 
ministers, which might last one week, will lead to agree- 
ment on a timetable for the implementation of all aspects 
of the resolution adopted one year ago by the Security 
Council. 


Iraq accepted Resolution 598 shortly after its passage, 
but on condition that Iran do the same. At that time 
Tehran said no ceasefii 2 would be possible until Iraq was 
labelled ihe aggressor in the eight-year long war. 


Last Monday, Iran officially announced its acceptance of 
U.N. Security Council Resolution 598. 


The secretary-general had earlier told reporters that his 
talks with the two ministers will bezin on Wednesday. 
Iranian Foreign Minister ‘Ali Akbar Velayati arrived 
here this afternoon and Iraqi Foreign Minister Tariq 
‘Aziz 1s expected to be here tomorrow. 


Asked whether he is confident that the two sides are now 
serious about ending the war, the U.N. chief said, “All 
indications are that this time they are really serious.” 
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He said that in the course of the implementation of the 
resolution, the team to determine who started the war 
must be “totally impartial.”’ The team will “produce an 
extremely just and balanced report,” the U.N. chief said. 


Also appearing on the same TV program, Iraq: Ambas- 
sador to the United Nations ‘Ismat Kittani said Iraq 
“will withdraw all its military troops to the internation- 
ally recognized boundaries by midnight today.” 


He said Irag has “no intention to occupy or hold Iranian 
territories for bargaining’ as some people charged. 


Iranian Ambassador to the United Nations Mohammad 
Mahallati, who was also interviewed by the same pro- 


gram tonight, again charged Iraq with ©” ng chemical 
weapons “even against its own nationals.” 


He again rejected the Iraqi proposal for direct talks 
between the two sides. “We cannot accept any precon- 
ditions nor any excuse to delay the implementation of 
Resolution 598," he said. 


Iran 1s insisting On negotiation only through the United 
Nations. 


United States & Canada 


Exhibition Opens in U.S. 
OW 2607094788 Beying XINHUA in English 
0626 GMT 26 Jul 88 


[Text] Washington, July 25 (XINHUA)}—An exhibition 
on Chinese agriculture was opened here today by the 
U.S. National Agricultural Library to provide Americans 
with a multifaced view of Chinese agriculture and 
related rural indus. °es. 


On display at the exhibition, which is named “Agri- 
culture in China: 4 Visual Landscape,” are colorful 
photos, books, artifacts and plant speciments, giving a 
vivid description of Chinese agriculture and related rural 
industries. 


In his speech at the opening ceremony, Chinese Ambas- 
sador Han Xu briefly described development in China's 
agriculture in the past years. 


He said China is eager to ab. urb advanced farming 
technology from the United States. 


Alan Fusonie, U.S. historian and head of special collec- 
tion of the National Agricultural Library, presided over 
the opening ceremony. 


Among those present at the ceremony were Richard 
Lyrz, U.S. secretary of agriculture; Dr. Orville Bentley, 
assistant secretary of science and education of the U.S. 
Agriculture Department. and Joseph H. Howard, direc- 
tor of the National Agricultural Library. 
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China Exhibition Center Plans U.S. Opening 
OW 2607094288 Beijing XINHUA in Enelish 
0706 GMT 26 Jul 88 


[Text] Beying, July 26 (XINHUA}—China will open a 
commodity exhibition center this October in Tulsa City, 
the United States. 


According to today’s “PEOPLE'S DAILY” (OVERSEAS 
EDITION), the center will display new Chinese products 
and help arrange technological and ecunomic coopera- 
tion between the two countries. 


The center, co-sponsored by China's Kanghua Enterprise 
Cooperation and International Corporation and the 
U.S.-based Tulsa Global Trade Foundation, will cover 
2,745 square meters and feature an exhibition hall, some 
showrooms and meeting rooms for trade talks. 


Chrysler Engine Assembly Line To Arrive 
OW 2607103488 Beijing XINHUA in English 
0659 GIT 26 Jul 88 


(“Chrysler Engine Assembly Line Being Shipped to 
China (by Zhao Zhyian)’—XINHUA headline] 


[Text] Detront, July 25 (XINHUA}—More than 400 
huge crates containing an enure Chrysler M tors assem- 
bly line for making 2.5-litre, 4-cylinder car engines, are 
being loaded at the port of Detroit onto a Chinese ship 
bound for China. 


The “Ju Yong Guan” is the first Chinese vessel ever to 
transit the St. Lawrence Seaway. It 1s due to sail in two 
days and to arrive in the port of Dalian in 50 days. 


Chrysler, plagued by overcapacity, decided to sell the 
assembly line a year ago to China's First Automobile 
Works (FAW) for about 15 million dollars. The machin- 
ery, along with technology provided by Chrysler. the 
third largest U.S. automaker, 1s expected to produce up 
to 300,000 four-cylinder overhead RAM engines a year. 


FAW is China’s principal! vehicle manufacturer, produc- 
ing “Jiefang” trucks and “Red Flag” limousines. Lu 
Fuguan, the firm's vice president and chief economist, 
says FAW is now constructing buildings to install the 
line and to begin production as soon as possible. 


According to Michael N. Hammes, vice president of 
Chrysler Motors Corp., the line was first used by 
Chrysler back in 1981 to supply engines for the com- 
pany’s “K” cars, including the Plymouth Reliant and 
Dodge Aries. 


Its initial production at FAW’s new plant in Chang~hun, 
capital of northeastern province of Jilin, will focus on 
naturally aspirated engines, but China has also pur- 
chased the technical rights for more advanced engine 
systems, including fuel injection and turbocharging. 
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The Chrysler executive told reporters today that he 
expects China’s auto market to increase fourtold in the 
next few years. 


U.S. Official on Soviet Space Shuttle Problems 
OW 2607090688 Being XINHUA in English 
0744 GMT 26 Jul 88 


[Text] Washington, July 25 (XINHUA}—The Soviet 
Union has encountered both technical and financial 
difficulties in implementing its program for developing a 
space shuttle, according to U.S. Air Force Secretary 
Edward Aldridge. 


Aldridge, who visited the Soviet Union earlier this 
month, told DEFENSE NEWS. a weekly newspaper, that 
Soviet officials told him their shuttle was turning out to 
be more expensive than originally anticipated. 


Accordingly, he said, there are no indications that the 
Soviets are “in a big hurry” to conduct the first launch of 
their shuttle. He said that he learned that the first Soviet 
shuttle flight would be unmanned. 


The U.S. Air Force chief said that he and his party were 
denied access to the Soviet shuttle and to Energyia 
facilities and were told that they were not ready. 


Energyia is an unmanned launcher that 1s to be capable 
of lifting hcavy cargoes into orbit. 


He said that during the trip, he felt his Soviet hosts were 
making “a very, very strong” appeal for space coopera- 
tion. It is clear the Soviets have a very aggressive space 
program, he added, but they have problems in financing 
“just hike we do.” 


Aldridge said that the Soviets want the United States to 
participate with them in a manned Mars mission. Money 
and technology gains are two possible Soviet incentives 
for such a joint mission, he speculated. 


However, the U.S. Air Force secretary predicted that a 
joint Mars mission would not occur until the late 1990s 
at the earliest, and that the first joint mission would 
involve some type of unmanned experiment, possibly 
employing a -obot. 


He said he would not expect a joint manned mission 
until 10 or 15 years into the next century. 


Aldridge said that he found Soviet technolgy lagging 
behind the United States “on the order of 10 years” in 
terms of computers. The Soviets have brilliant people 
working on the problem and want to move ahead with 
outer space exploration, he believes. 
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U.S. Says ‘No Deals’ With Iran on Hostages 
OW 2707044788 Beijing XINHUA in English 
0158 GMT 27 Jul 88 


[Text] Washington, July 26 (XINHUA}—The United 
States reyected today Iran's proposal to use its influence 
to try to free American hostages held in Lebanon on 
condition that Washington releases Iraniaii assets frozen 
in the United States. 


Hashemi Rafsanjani, speaker of Iran's parliament, 
announced the proposal in a television interview in Tehran 
earlier today. He said the United States must take actions to 
prove that it 1s not belligerent toward Iran. 


The White House, however, refused to make any such 
pledge. Presidential Spokesman Marlin Fitzwater, asked 
to comment on the report, told reporters that the United 
States had “heard this kind of thing before.” But he said 
the two could not be linked. 


“It 18 interesting that there should be this series of 
Statements,” the spokesman said. “However, we have 
heard statements in the past ... and nothing has 
happened.” 


When asked if the United States would consider freeing the 
Iranian assets after release of the hostages, Fitzwater said, “I 
am not willing to make anything that sounds like a deal.” 


“No deals,” Fitzwater said. “The clearest signal they (the 
Iranians) could send is to release the hostages.” 


Eighteen foreigners, including nine Americans, are miss- 
ing and believed being held hostage in Lebanon by 
pro-Iranian groups. 


Some State Department officials reportedly said that the 
Iranians had made similar overtures nearly one year ago, 
and they referred to statements by senior U:S. officials 
ruling out ransom or rewards for the hostage release. 


According to U.S. officials, the assets Rafsanjani appar- 
ently referred to involve miliary equipments that had 
been purchased by the Iranian Government during the 
reign of the Shah of Iran but had not been delivered after 
the Islamic Revolution in Iran ousted the U.S.-backed 
government in 1979. 


The officials said the amount of money invoived is in 
dispute, but it could add up to | billion dollars, includ _.ig 
interest. 


Another 2.5 billion dollars in claims by Iran against the 
United States is being considered by an international 
tribunal. 
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The United States broke re! tions with Tehran and 
withheld all Iran's assets in the country after Iranian 
Islamic militants seized the U.S. Embassy in Tehran and 
took Americans hostage in 1979. 


Ambassador on Canadian Seed-Collecting Campaign 
OW 2607080588 Beying XINHUA in English 
0549 GMT 26 Jul 88 


{By Cai Shuqi] 


[Text] Ottawa, July 25 (XINHUA) —Canadian public 
and private sectors donated 450 kilograms of pine seeds 
to be sent to China's northernmost province of Heilong- 
jiang to help restore the vast forest destroyed by a big fire 
last year. 


Ata ceremony held here today, Canadian State Minister for 
Forestry and Mines Gerald Merrithew presented to Chinese 
Ambassador Zhang Wenpu samples of the seeds, which 
contain three special species of North American pines: Jack 
Pine, White Spruce and Lodgepole Pine. 


Merrithew said the Canadians are very much concerned 
about forestry development in China and hope that the 
two countries will extend their cooperation in forestry 
from technical exchanges to trade areas. 


Zhang said that the Chinese Government and people 
treasured the friendship Canada demonstrated in the 
seeds-collecting campaign during and after the heavy 
forest fire in China's Heilongjiang Province. 


The unprecedented forest fire in May last year killed '° 
people and injured 226 others, burned |.01 million hectares 
of largely forest areas, destroyed 614,000 square meters of 
housing, gutted five timber yards and nine tree farms. 


According to forest experts, the three special species 
contributed by Canada’s forest companies, organizations 
and individuals from the provinces of Alberta, Saskat- 
chewan and Manitoba, are adaptable to the climate and 
soil conditions of Heilongjiang Province. 


Departments concerned in Alberta have checked the 
quality of the seeds, including the ability to germinate 
and prevent insect pests. 


Soviet Union 


USSR Asked To Adhere to Afghan Withdrawal 
HK2707061288 Hong Kong AFP in English 
0612 GMT 27 Jul 88 


[Text] Beijing, July 27 (AFP)}—China asked the Soviet 
Union Wednesday to stick to the February 1989 timeta- 
ble for the withdrawal of Soviet troops from Afghani- 
sian, as called by the agreement Moscow signed in 
Geneva. 
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Pakistani President Zial Haq charged Saturday that 
Moscow had interrupted the withdrawal and had sent 
back 10,000 more soldiers to defend Kabul from attacks 
by the Afghan resistance. 


“The Soviet Union should withdraw all its troops from 
Afghanistan strictly within the time limit set by the 
Geneva accord,” a Foreign Ministry spokesman said. 
Observers said Beijing's reaction remained measured. 


The Soviet presence in Afghanistan has been for China 
one of the main obstacles in the normalization of Sino- 
Soviet relations. But Beijing, observers said, has shown 
considerable discretion following the the start of the 
Soviet withdrawal in May. 


Moscow's support for the presence of Vietnamese troops 
in Cambodia remains by far a greater obstacle for an 
improvement in Sino-Soviet relations, observers said. 


Friendship Delegation Returns From USSR 
OW 2607194588 Beijing XINHUA in English 
1438 GMT 26 Jul 88 


[Text] Beijing, July 26 (XINHUA)}—A joint delegation 
of the Chinese People’s Association for Friendship with 
Foreign Countries and the Sino-Soviet Friendship Asso- 
ciation, headed by Wu Xiuquan, president of the Sino- 
Soviet Friendship Association, returned here today by 
plane from a goodwill visit to the Soviet Union. 


Among those greeting the delegation at the airport was 
Xu Huizi, deputy chief of the General Staff of the 
Chinese People’s Liberation Army. 


View of Why USSR Seeks ‘Advice’ From History 
HK2707065388 Beijing JIEFANGJUN BAO 
in Chinese 17 Jul 88 p 4 


[Article by Dongfang Tie (2639 2455 6993): “Reasons 
for the Soviet Union To Seek ‘Advice’ From History™] 


[Text] Recently, leaders of the political and military circles 
of the Soviet Union have suddenly become historians. They 
express great interest, even stronger than that of historians, 
in old historical cases. Many historical incidents, in which 
the characters were considered correctly criticized after 
their death, are currently being retrieved and reconsidered. 
Among these incidents, there are domestic issues such as the 
Bukharin incidents, as well as many sensitive international 
issues. In addition to these, since most of the people who 
spoke on these cases are decision-makers, much attention 1s 
aroused among the people. Why is this wind blowing? 
Mikhail Gorbachev in his speech delivered in a seminar this 
January, said history “is the richest subject. The more we 
seek advice from history, the more can we understand what 
to do today and what to do in the future.” 


INTERNATIONAL AFFAIRS 


As early as last year, there were people criticizing the 
past foreign policies and military strategies of the Soviet 
Union. In answering reporters’ questions last November, 
a Soviet vice foreign minister said that the deployment 
of SS-20 intermediate-range nuclear missiles in Europe 
during the Brezhnev period was a political mistake. It 
did not improve the Soviet military situation in Europe, 
but stimulated the United States and West Europe to 
strengthen defense cooperation, and worsened the “unfa- 
vorable image” of the Soviet Union among the European 
public. If Brezhnev knew this, what would he think? 


The Soviet TASS organized a news conference on 22 
June. A historian said in the meeting that the war 
launched in Finland in 1939 by the Soviet Union was a 
“war of aggression,” and caused great damage to the 
Soviet army. These words shocked every one because 
over the years Soviet historical writings and military 
textbooks have considered the USSR-Finland war a 
“war of justice,” and affirmed it. Besides, the “Military 
Encyclopaedia of the Soviet Union” and the memoirs of 
Vasilebskii, former Marshal of the Soviet Union and 
other high-ranking military officers all praised this war. 
However, the current tone is completely different. The 
USSR-Finland war now becomes an example which 
proves that “a small country (Finland) can also protect 
itself with brave resistance."’ Without any support, this 
historian could not have been able to pull the scab right 
off the sore in a press conference organized by an official 
news Organization. 


Not only is the USSR-Finland war, which was an old 
incident, exposed and criticized, the Afghan war, which 
is not completely over, is also being castigated. On 15 
June, Bao Wen [7394 2429], political observer of the 
Soviet newspaper IZVESTIYA, published an article say- 
ing that just as deploying SS-20 missiles in Europe by the 
Soviet Union, the mobilization of troops into Afghan- 
stan 1s “a typical example of a subjective decision made 
by the Soviet Union on the basis of its expectations of its 
military strengthen in its external realm.” “Due to that 
the Soviet Union had overestimated its strength, it had 
brought itself troubles. The result was that the interna- 
tional prestige of the Soviet Union was damaged.” The 
Soviet Union still loudly praised the “internationalist 
contributions” made the Soviet army in Afghanistan. 
However, some people have made a |80-degree change 
in attitude. Affairs of human life change so quickly that 
historians cannot record all of them. 


Is there any objective criterion in evaluating historical 
international incidents? Yes, there is. That 1s to see 
whether they match the historical trend, in which people 
of ail nations in the world are demanding peace and 
development, or not. If this criterion 1s used to analyze 
the old cases brought up by the Soviet Union again, we 
can easily find that these old cases can be divided into 
two categories: The first category are cases in which the 
Soviet Union used the strength of a great power to assert 
its will on medium and small countries. If these countries 
did not agree, it would press them. If they refused to 
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obey, it would beat them. In short, the Soviet Union 
wanted other countries to follow its will. The second 
Category are cases in which the Soviet Union and the 
United States regarded the international arena as the 
superpowers’ arena. Military strength was used as 
backup, and confrontational actions were used to fight 
for hegemony. The results of these two categories of old 
cases are: The Soviet Union is under attack from all 
directions, and has incurred widespread resentment. 
Although its military strength expands day by day, it is 
being internationally isolated day by day, and hardly 
finds any real friends. This situation worries the Soviet 
Union, which is eager to promote the “strategy of 
accelerating economic development.” If the Soviet 
Union wants to lift itself out of the situation of being 
isolated and passive, it has ‘o bring ip those old cases. 


History has its continuity. The historical mistakes of any 
one county are the products of the state strategies and 
policies in that period; and they will also bring negative 
effects to future state policies. When a country wants to 
make a new historic decision, it cannot avoid history. A 
country that has a heavy historical burden will not be 
able to advance easily. Therefore, evaluating history is 
for focusing on the realities and the future. However, it 1s 
not an easy task to seek advice from history, which is a 
just and stern teacher. If the Soviet Union really wants to 
make a fresh start in the external realm, it has to take 
further practical actions in current international issues. 


Northeast Asia 


Japan To Grant Loan of 30 Billion Yen 
OW 2607212188 Beijing XINHUA in English 
1510 GMT 26 Jul 88 


[Text] Tokyo, July 26 (XINHUA}—The Export-Import 
Bank of Japan announced today the signing of a loan 
agreement of a united bank loan to the Bank of China 
with an aggregate amount up to 30 billion yen (about 230 
million dollars). 


The loan, to be provided on the basis of an announce- 
ment made last September by Japanese then Prime 
Minister Yasuhiro Nakasone on a special financial coop- 
eration to China, falls under Japan's program to recycle 
20 billion U.S. dollars to developing countries, an offi- 
cial of the bank said. 


The proceeds of the loan will be used through the Bank 
of China for projects under a Chinese export promotion 
program for strengthening long term export capability, 
the official said. 


Notes Exc on Receiving Japanese Loans 
OW 2607110788 Beijing XINHUA in English 
0819 GMT 26 Jul 88 


[Text] Beijing, July 26 (XINHUA}—Chinese Vice-For- 
eign Minister Liu Shuging and Japanese Ambassador to 
China Toshijiro Nakajima exchanged notes on the sup- 
ply of two Japanese loans to China here today. 


INTERNATIONAL AFFAIRS 


The first loan, totaling 91.5 billion Japanese yen, wii: be 
spent on 15 Chinese projects, including the electrifica- 
tion of the Zhengzhou-Baoj: railway line and the expan- 
sion of Qinhuangdao, Lianyungang and Qingdao ports. 


The second loan, totaling 100 billion Japanese yen, will 
be used to promote China's export industries. 


Korean Opposition Leaders’ Visit Rejected 
HK2607081788 Hong Kong SOUTH CHINA MORNING 
POST in English 26 Jul 88 p 8 


[By David Chen] 


[Text] China has politely turned down a request from 
one of South Korea's two opposition leaders, Mr Kim 
Young-sam, to visit the mainland to discuss the possi- 
bility of establishing a diplomatic relationship, it was 
reliably learned. 


The response to Mr Kim's request, through two emissar- 
ies in a third place, was the typical excuse: “We do not 
consider the time 1s mpe for such a visit.” 


Both Mr Kim Yong-sam and the other prominent oppo- 
sition leader, Cholla-born Mr Kim Tae-chung, have been 
publicly advocating a much closer relationship culminat- 
ing in official bilateral recognition between the two 
countries. 


Informed sources said that while China appreciated 
Seoul's sentiments, Beting felt that any contact between 
the two countries at the level of the !wo Kims would be 
inappropriate at this time. 


Korean sources also felt that the opposition’s expressions 
were designed more at boosting the prestige of the two 
Kims than any concrete and sincere move to improve 
ties between Beiing and Seoul. 


Mr Kim Yong-sam’s intended visit was first disclosed in 
a Korean newspaper. However, the publication wrongly 
said that one of his emissaries had gone to China. 


A source said Mr Kim in fact sent two emussaries but 
they did not go to China but arrived at “a third place” 
and approached the Chinese representatives there, the 
source said. He declined to name the third place. 


The approach by Mr Kim Young-sam has come at an 
awkward time as China ts preparing to send its team to 
the Seoul Olympics within a few weeks with as little 
irritation to North Korea as possible. The declaration by 
Mr Kim, together with a demand by Mr Kim Tae-chung. 
in the National Assembly that South Korea sever rela- 
tions with Taiwan. has greatly emoarrassed President No 
Tae-u's government. 
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Mr No had expressed similar sentiments towards Beijing 
during the presidential election at the end of last year. 
However, the ruling party quickiy dampened any suggestion 
of official ties with Beijing although under-scoring Seoul's 
desire to improve relations with Mainland China. 


There have also been suggestions by certain quarters in 
Seoul, including some government officials, of cross 
recognition between the several antagonistic countries. 
China rejected the suggestion outright. 


In spite of the sluggish diplomatic progress, trade 
between the two sides has increased tre.nendously fol- 
lowing China’s declaration that it would not object to 
direct trade. 


However, at official level, there has yet to be any serious 
and meaningful exchange, even though some contacts 
have been established. 


Commentary Welcomes DPRK-South Korea Dialogue 
HK2607124288 Beijing RENMIN RIBAO in Chinese 
26 Jul 88 p 6 


[“Short™ commentary: “Dialogue Is Better Than Con- 
frontation’’] 


[Text] The Standing Committee of the Korean Supreme 
People’s Assembly on 21 July sent a letter to the South 
Korean National Assembly. The letter suggests a joint 
parliamentary meeting between the North and the South 
to discuss the relaxation of the tense situation on the 
Korean peninsula and the signing of a North-South joint 
declaration of mutual ion. This is another 
important proposal put forth by North Korea as a step 
toward the peaceful reunification of Korea. In response 
to this, the leaders of the four ruling and opposition 
parties of South Korea have accepted the North's pro- 
posal after a meeting at the National Assembly on 22 
July. So, the door to the third round of dialogue between 
North and South Korea has been opened. This is 
undoubtedly a gratifying development. 


Both previous rounds of dialogue between North and 
South Korea initiated since the early 1970's were sus- 
pended. In the 2 years or so since the suspension of the 
second round of North-South Korean dialogue in early 
1986, North Korea has been working unremittingly for 
the relaxation of the tension on the Korean peninsula, 
successively presenting several proposals, namely, the 
propusal for high-level political and military talks 
between the North and the South, that for a joint 
meeting of representatives of parties and social organi- 
zations from the North and the South, and that for a 
Stage-by-stage massive disarraament by both sides. The 
dialogue between the two sides has not been resumed yet 
as the South has turned down all the offers. 


INTERNATIONAL AFFAIRS 


It is 35 years since the Korean armistice. But both North 
and South Korea are still deploying heavy forces along 
the military demarcation line. What is more, more than 
40,000 U.S. troops are permanently stationed in South 
Korea. This status quo is not only disadvantageous to the 
relaxation of the tension on the Korean peninsula but 
has proved to be a heavy military burden on both North 
and South Korean people. For this reason, the termina- 
tion of military confrontation must be an important part 
of the efforts to seek national reconciliation and trust 
and also a touchstone for verifying each side's sincerity 
for improvement of the relations between them. Now 
North Korea suggests unat the two sides sign a draft 
“yoint declaration of mutual nonaggression™ which wi!l 
include a stage-by-stage massive disarmament by both 
sides and the withdrawal of foreign troops from the 
Korean peninsula by stages. This move has fully proved 
that North Korea has been striving eagerly for the 
relaxation of the tension on the Korean peninsula. It not 
only reflects the common desire of all the Korean people 
but also conforms with the worldwide trend of develop- 
ment from confrontation to dialogue. 


The Korean people are the masters of the Korean pen- 
insula, and the Korean issue should be resolved by the 
Korean people on their own. Now the No.ih and the 
South have agreed to hold a North-South joint parlia- 
mentary meeting so that deputies representing the North 
and the South can discuss important issues of common 
concern. Despite all possible difficulties, people have 
reason to believe that concerted efforts by the North and 
the South and full dialogue, consultations, and negotia- 
tions between the two sides will bring bright prospects 
for a peaceful settlement of the Korea: issue. 


DPRK Calls for North-South Party Talks 
OW 2607094588 Beying XINHUA in Erelish 
0637 GMT 26 Jul 88 


[Text] Pyongyang, July 25 (XINHUA}—A senior official 
of ihe Democratic People’s Republic of Korea (DPRK) 
today called for South Korea to hold party talks based on 
the framework of a North-South assembly meeting. In a 
Statement issued today to the KOREAN CENTRAL 
NEWS AGENCY, Ho Tam, Politburo member of the 
Korean Workers’ Party, said, “I propose ‘2 various 
political parties in South Korea that, if a North-South 
joint paliamentary meeting is opened, they hold bilate- 
rial or multilateral contacts and talks between the Work- 
ers’ Party of Korea and themselves, in order to open- 
heartedly discuss .nira-party exchange and cooperation 
within its framework.” 


In addition, Ho Tam, who 1s also secretary of the party's 
Central Committee and chairman of the Committee for 
the Peaceful Reunification of the Motherland, exoressed 
his support for a proposal to hold a joint assembly, as put 
forward by the DPRK Supreme People’s assembly on 
July 20. The proposal also calls for discussion of a 
non-aggression declaration draft. 
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He regarded the propvusal as “a signal-peace initiative to 
turn the worsening relations of confrontation between 
the two sides into relations of reconciliation and coop- 
eration, and to open up a new phase for peace in the 
country and for its peaceful reunification”. 


When the meeting is held alternately in Pyongyang and 
Seoul, travels, exchanges and contacts between )% ‘lia- 
mentarians, representatives of political parties anu orga- 
nizations, and personnel from broad fields will be real- 
ized. It will then be possible to resume the suspended 
Red Cross and economic talks in an atmosphere of 
detente and reconcliation, and to make them proceed 
without turns and twists, said Ho Tam. 


He asked the parliaments, goverments, political parties. 
and orgnizations of all countries in the world to support 
their efforts to convene a North-South joint parliamen- 
tary meeting. and to also ease tensions on the Korean 
peninsula. 


Letter Given at 
OW 2607154688 Beijing XINHUA in English 
1401 GMT 26 Jul 88 


[Text] Pyongyang, July 26 (XINHUA}—A North-South 
Korean joint parliamentary meeting might “be convened 
at the latest in August, before the opening of the Olympic 
Games.” 


Yang Hyong-sop, chairman of the Standing Committee 
of the Supreme People’s Assembly of the Democratic 
People’s Republic of Korea (DPRK /j suggested this in a 
letter handed over today to the chairman of the Nati >aal 
Assembly of South Korea, Kim Chae-sun, at the truce 
village of Panmunjom, the KOREAN CENTRAL NEWS 
AGENCY (KCNA) reported. 


“The problem of the invitation of us by your side, and 
our proposal for a joint holding of the Olympics be 
discussed simultaneously as an urgent item of the agenda 
at the meeting.” the leiter said. [as received] 


“If the North-South joint parliamentary meeting suc- 
cessfully discusses the problem of the 24th Olympic 
Games as well as the issue of the publication of a joint 
declaration on non-aggression, it will not only settle the 
problem of easing the tension and creating a climate of 
confidence, one of the basic prerequisites to peaceful 
reunification, but also show a good example of both sides 
je intly solving the pending issues between the North and 
the South,” the letter said. 


DPRK Criticizes South, Korean ‘War Fever’ 
OW 2607214688 Bevine XINHUA in English 
1806 GMT 26 Jul 88 


[Text] Pyongyang. July 26 (XINHUA}—The Demo- 
cratic People’s Republic of Korea (DPRK) today 
denounced a recent U.S. and South Korean military 
buildup in South Korea on the pretext of “safe staging” 
of the 24th Olympic Games in Seoul this September. 


INTERNATIONAL AFFAIRS 


Speaking at a meeting here this afternoon marking the 
35th anniversary of the end of the 1950-1953 Korean 
War, General Choe Kwang, chief of the General Staff of 
the Korean People’s Army, said that this military rein- 
forcement showed that Washinzton and the South 
Korean regime are desperately trying to stage a war 
against the DPRK. 


The Olympic Games are sport, not “war games,” the 
general said, warning that the Korean people would not 
remain passive onlookers to repeated U.S. and South 
Korean provocation. 


Choe also mentioned tne DPRK's initiative of unilater- 
ally reducing its armed forces by 100,000 troops and 
accused the United States and South Korea of not 
responding to peace proposals raised by the DPRK. 


He described as a “war fever” the U.S. and § uth 
Korean allegation that construction machinery used for 
the Pyongyang-Kaesong express highway proyect are 
missiles. 


Southeast Asia & Pacific 


Sihanouk Makes 5-Point Proposal on Cambodia 
OW 2707108388 Beyine XINHUA in English 
1029 GMT 27 Jul 88 


[Text] Jakarta, July 27 (X}NHUA}—Samdesh Norodom 
Sihanouk here today ca/led on the four Khmer factions 
to pull themselves together “to rapidly get rid of tne last 
Vietnamese units from our soil.” 


“They will only succeed to do so by achieving national 
reconcihation and unity.” he stressed. 


Sihanouk said that “the problem so-called of Kampu- 
chea 1s more a problem between the Socialist Republic of 
Vietnam and Cambodia (Kampuchea) than a probiem 
among Khmers.” 


Siisanouk, who 1s visiting Indonesia, made the statement 
when meeting the three parties under the Coalition 
Government of Democratic Kampuchea (CGDK) and 
Hun Sen of the Vietnamese-installed Phnon; enh 


regime. 


The four factions are here aitending the Jakarta informal 
meeting on Kampuchea. which has been going on since 
July 25 in the hill resort city of Bogor, some 60 kilome- 
ters south of Jakarta 


But Vietnamese Foreign Minister Nguyen Co Thach who 
is also here to attend the Jakarta informa! meeting 
repeatedly alleeed that Vietnam is “not directly 
involved” in the Kampuchean issue in an attempt to 
shirk its responsibility of invading and occupying Kam- 
puchea for almost \0 years. 
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Sihanouk put forth a five-point proposal for national 
reconciliation, peace and reconstruction of Cambodia: 


A. The country shall have the very simple name of 
‘Cambodge’ (in French), “Cambodia’ (in English), and 
‘Kampuchea’ (in Khmer), and a redesigne¢ national flag 
and national anthem. 


B. A quadripartite government be formed and every 
ministry, including those of foreign affairs and national 
defense, shall be equally be quadripartite. 


C. The four armies be kept intact but they fraternally form 
the National Army of Cambodia (Quadnpartite National 
Army) with a quadripartite general staff (collegial). 


D. The national administration shall have, to begin. as 
foundation that already existing in the framework of the 
“People’s Republic of Kampuchea”™ but it is well under- 
stood that the quadripartite government shall gradually 
and meticulously proceed to the transformatior. of this 
one-party administration into a quadmpartite adminis- 
tration, always in the framework of the collegial system. 


E. An international conference on Cambodia be 
accepted under the auspices of the U_N. secretary general 
with the participation of the five permanent member 
countries of the United Nations Security Council, the six 
ASEAN states, Vietnam, Laos, the four Cambodian 
factions, Japan, India and Australia. 


Sihanouk said that “it 1s the quadripartite government of 
Cambodia which shall be in charge of organizing the elec- 
ts, from which a parliament shall be born, and which. in 
turn, shall endow Cambodia with a constitution. 


Sihanouk also called on the Khmer factions to under- 
stand each other on “some essential points of a patnotic 
solution.” “Our national salvation shall only come from 
ourselves,” he said. 


Jakarta Talks on Cambodia Resume 26 Jul 
OW 2607084488 Beijing XINHUA in English 
0809 GMT 26 Jul 88 


[Text] wogor, Indonesia, July 26 (XINHUA}—The 
Jakarta informal meeting on Kampuchea entered iis 
second day here today when the three parties under the 
Coalition Government of Democratic Kampuchea 
(CGDK) and the Vietnar_ese-installed Phno:n Penh 
regime started their second round of discussvons this 
mornir.g. 


Reporters were barred from: entering the meeting piace. 
A spokesman of the meeting said that their disci:ssion 1s 
being held under the same format as yesierday. 


INTERNATIONAL AFFAIRS 


At their meeting yesterday, Son Sann, prime minister of 
the CGDK, called for the total withdrawal of foreign 
troops from Kampuchea. The total withdrawal of foreign 
troops will bring about national reconciliation among al! 
Cambodians, he said. 


However. Hun Sen, prime minister of the Phnom Penh 
regime, read oul a seven-point paper of so-called posi- 
tion “to the political solution” of the Kampuchean issue. 
The paper repeated Vietnam's claim of withdrawing its 
troops by 1990 and demanded the “rejection of the 
Khmer Rouge (Democratic Kampuchea) armed forces.” 


Observers here noted that the Phnom Penh regime has 
not softened its position at the meeting and any agree- 
ment on a solution of the Kampuchean problem seems to 
be slim. 


Vietnamese Foreign Minister Nguyen Co Thach hastily 
expressed his support to Hun Sen's statement, according 
to a speech made by him at the afternoon session 
yesterday. 


“Thre is no doubt that is a Vietnamese formula.” one 
observer said. 


Representatives from Victnam, Laos and countries of 
the Association of Sourheast Asian Nations (ASEAN) 
will join the afternoon session today. 


Indonesian Foreign Minister Ali Alatas told a press 
conference last night that talks on the second day after 
the generalized discussions will look into some specific 
matters where there would be progress, identify on 
matters where there were divergences. 


The Jakarta informal meeting opened yesterday in 
Bogor. a hill resort city some 60 kilometers south of 
Jakarta. 


Alatas said yesterday that it 1s an open-end meeting with 
no definite schedule. But it 1s >xpected that 1 could end 
Wednesday 


Meanwhile, local sources said that Prince No;odom 
Sihanouk, who is on a private visit in Jakarta now, will 
meet the three parties under the CGDK and Hun Sen of 
the Phnom Penh regime tomorrow. Hun Sen disclosed 
here lasi night that the four factions had agreed to meet 
the prince in Jak.rta. 


Discusses SRV Withdrawal 
OW 2707004288 Beijing XINHUA in English 
S25 GMT 26 Jul 88 


[Text] Bogor, Indonesia, July 26 (XINHUA) —The 
Jakarta informal meeting discussed the withdrawal of 
Vietnamese troops from Kampuchea and other issues 
concerned when it entered its second day of sessions 
today. 
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This was disclosed by Indonesian Foreign Minister Ali 
Alatas at a press conference here this evening. He said 
that today’s session had paid “particular attention to the 
range of aspects and the various points of views that are 
catagorised under the short-hand heading—the with- 
drawal of foreign troops from Kampuchea.” 


“Lively exchange of views and many of the aspects are 
highlighted,”’ Alatas said, such as timetable, whether 
there should be a ceasefire. He added that “There is also 
Clearly a beginning of approaching a convergence of 
views that this subject matter cannot be separated from 
the other issues.” [sentence as received] 


Present at the press conference were also Vietnamese 
Foreign Minister Nguyen Co Thach, Malaysian Foreign 
Minister Abu Hassan Omar, and Mr. Son Sann, prime 
minister of the Coalition Government of Democratic 
Kampuchea (CGDK). But Thach tried to shake off 
Vietnam’s responsibility for invading Kampuchea by 
stressing he only joined the second stage of the meeting. 


He avoided to answer the question of peace keeping 
force in Kampuchea during the process of political 
—- saying that such force ‘can be a trouble-making 
orce.” 


Mr. Son Sann reaffirmed his call for the compiete 
withdrawal of troops from Kampuchea and to form a 
quadripartite government. Informed sources here said 
that there was strong divergence of views on the linkage 
between the Vietnamese troop withdrawal from Kampu- 
chea and the prevention of the return to power of one 
party under the CGDK. 


Singapore Foreign Minister S. Dhanabalan stressed at 
the afternoon session today that “the withdrawal of 
Vietnamese forces from Cambodia (Kampuchea) is cen- 
tral to the solution of the Cambodian probiem.” 


According to Alatas, the Jakarta informal meeting will 
continue tomorrow. In the morning, the three parties 
under the CGDK and Hun Sen of the Phnom Penh 
regime are scheduled to meet Samdech Norodom Siha- 
nouk who is on a visit to Indonesia, Alatas said. 


Son Sann Urges SRV Pullout 
OW2707084088 Beijing XINHUA in English 
0723 GMT 27 Jul 88 


[Text] Bogor, Indonesia, July 27 (XINHUA) —The 
prime minister of the Coalition Government of Demo- 
cratic Kampuchea Son Sann called upon Vietr2m to 
respond positively to the proposal made by Prince Noro- 
dom Sihanouk on the withdrawal of Vietnamese troops. 


INTERNATIONAL AFFAIRS 


Prince Norodom Sihanouk had proposed that the Vie:- 
namese troops, who have been occupying Kampuchea 
for nearly 10 years now, be totally withdrawn from 
Kampuchea within a short period of time and a definite 
timetable under international supervision, in the frame- 
work of an agreement. 


Son Sann’s statement, copies of which were made avail- 
able only today, was announced at the afternoon session 
of the first day of the Jakaria informal meeting on 
Kampuchea, which started on July 25 in bogor, some 60 
kilometers south of Jakarta. 


Son Sann said that for Kampuchea, the total withdrawal 
of foreign troops will bring about national reconciliation 
among all Kampucheans. 


“It is the unanimous wish of all Kampucheans at home 
and abroad to have that war ended as soon as possible so 
as to live in peace, harmony and unity within an inde- 
pendent, ne:iral, and non-aligned Kampuchea and to 
rebuild their fatherland and improve the people's condi- 
tions of living,” he said. 


For Vietnam, he went on, its leaders and people will have 
the possibility to solve their inextricable and increasing 
social, economic and political difficulties, and to mobi- 
lize all their national resources to develop, in peace, their 
country with international assistance. 


Only with the end of the war in Kampuchea can the 
peoples of Kampuchea and Vietnam enjoy peace again 
and can peace and stability be ensured in Southeast Asia 
and the Asia-Pacific region, Son Sann added. 


The war in Kampuchea has brought ruin and devasta- 
tions to Kampuchea as well as to Vietnam, and it has 
sown tremendous sufferings to the Kampuchean people 
and the Vietnamese people as well, he said. 


It has threatened peace and security in Southeast Asia, 
the Asia-Pacific and the world at large. Besides, the 
endless flow of refugees, caused by that war, has created 
social instability in some Southeast Asian countries, Son 
Sann said. 


LIAOWANG Views Jakarta Talks on Cambodia 
HK2607133988 Beijing LIAOWANG in Chinese 
No 29, 18 Jul 88 p 44 


[Article by Tang Tianri (0781 1131 2480): “New Situation 
in the Political Solution of the Cambodian Question”’] 


[Text] An unofficial meeting on the Cambodian question 
will be held in Jakarta during the last 10 days of July. 
People expect that it will not be undermined and will be 
held as scheduled, so that the political solution of the 
Cambodian question can be promoted. 
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The unofficial meeting is also called a “cocktail party.” It 
was first proposed by Indonesia. Last July, tne Indone- 
sian foreign minister reached an agreement with the 
Vietnamese leaders on the holding of an unofficial 
meeting on the Cambodian question. At that time, the 
ASEAN foreign ministers held a special meeting in 
Bangkok in mid-August that put forward a suggestion on 
the convening of an unofficial meeting. But as there were 
great differences between the various parties under the 
Situation at that time, the meeting was suspended. At 
present, there are some new developments in the situa- 
tion of the political solution of the Cambodian question. 


|. Since the signing of the Geneva Accord on the Afghan 
issue and the U.S.-Soviet Moscow summit meeting, 
there has been a trend toward further relaxation in 
East-West relations, with U.S.-Soviet relations as the 
core and the international situation as a whole. Both the 
United States and the Soviet Union say they will pro- 
mote the progress of a political solution of the Cambo- 
dian question following the Afghan pattern. The inter- 
national community hopes that the trend toward 
relaxation will continue to develop so that the questions 
on some other “flashpoints,” especially the Cambodian 
question, can be settled. All members of the interna- 
tional community are demanding that Vietnam as soon 
as possible work out a timetable acceptable to all parties 
on the complete withdrawal of its troops from Cambodia 
and to accept effective international supervision. In 
nature, the Cambodian question is entirely the same as 
the Afghan issue, both being the result of the invasion 
and occupation of a sovereign state by a foreign country. 
Thus, it can be said that the current great pressure of 
world opinion on Vietnam is unprecedented. 


2. This year, under this new situation, some ASEAN 
countries again brought up the question of holding the 
unofficial meeting. They have also done a great deal of 
work among the various parties concerned through fre- 
quent diplomatic activities. The three-party coalition 
government of Democratic Kampuchea has decided to 
attend the unofficial Jakarta meeting and issued a state- 
ment on its basic stand on the participation in the 
meeting of the four parties of Cambodia and Vietnam. 
Vietnam and the Phnom Penh regime also announced 
earlier that they would attend the unofficial meeting. If 
Vietnam and Phnom Penh keep their word and do not 
change their minds halfway, it can be expected that the 
unofficial Jakarta meeting will be held as scheduled. 


3. Recently, to promote the progress of a political solu- 
tion of the Cambodian question, the United Nations sent 
special envoy Ahmed to visit Indochina. Ahmed put 
forth a UN peace program for the solution of the 
Cambodian question. It has been reported that this 
program includes: The withdrawal of Vietnamese troops 
in three stages; the establishment of a national reconcil- 
iation government headed by Sihanouk; making Cambo- 
dia an independent, neutral, and nonaligned country in 
the future; and the question of international supervision 
and guarantee. Compared with last year’s “four tentative 
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ideas” of the United Nations on solution of the Cambo- 
dian question, some new concessions to Vietnam are 
included in this program. People have noticed that it 1s 
the first time since Vietnam's invasion of Cambodia that 
the United Nations has ever sent a special envoy to visit 
the various parties concerned on the Cambodian ques- 
tion. This shows that the United Nations wants to play 
its role in this question in light of the fact that some new 
changes have taken place in the current situation. 


4. China welcomes the proposed unofficial Jakarta meet- 
ing and hopes that it will be a success. The Chinese 
Ministry of Foreign Affairs has issued a statement on the 
political solution of the Cambodian question, including 
the timetable for the withdrawal of Vietnamese troops, 
the establishment of a four-party coalition government 
the holding of free elections, and carrying out necessary 
and effective international supervision. The statement, 
which explains China's stand on the Cambodian ques- 
tion and adheres to China's consistent propositions, 
shows that under the current new situation, China has 
adopted a more positive and flexible attitude toward the 
political solution of the Cambodian question. World 
opinion hold that China's positive and flexible attitude 
is constructive and of great importance to the political 
solution of the Cambodian question. 


The current new situation has provided favorable oppor- 
tunities for the solution of the Cambodian question. 
However, behind this new situation. there are still obsta- 
cles and complicated struggles. At present, the main 
obstacle to a political solution of the Cambodian ques- 
tion is Vietnam. Although Vietnam has adopted a “flex- 
ible’ pose on this question, it has not made a fundamen- 
tal change in its basic stand. The main expressions of this 
stand are: 


—It refuses to work out a timetable acceptable to all 
parties on the complete withdrawal of its troops within a 
short period of time, insisting that its troops “will be 
completely withdrawn from Cambodia in 1990," and 
saying that this ts its “troop withdrawal timetable.” This 
attitude is entirely unreasonable. When the Vietnamese 
troops invaded Cambodia, it took less than 2 weeks. 
Why should they spend several years to withdraw? The 
Soviet Union will take 9 months to withdraw its troops 
from Afghanistan, which 1s 650,000 square kilometers in 
area. Why should Vietnam take such a long time to 
withdraw its troops from Cambodia, which 1s only 
180,000 square kilometers in area” If Vietnam really 1s 
sincere about withdrawing its troops. it can certainly 
withdraw all its troops from Cambodia within the short- 
est possible time. 


—It insists that effective international supervision ts not 
necessary when withdrawing its troops from Cambodia. 
It is under international supervision that the Soviet 
Union is withdrawing its troops from Afghanistan. Why 
should Vietnam be an exception when its withdrawing 
troops from Cambodia? The partial troop withdrawals 
announced by the Vietnamese authorities in the past 
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were all made without international supervision. They 
were actually garrison reliefs rather than withdrawals. 
Vietnam has announced a withdrawal of 50,000 troops 
from Cambodia within this year, but since there is no 
international supervision and no guarantee, no one can 
tell whether or not it 1s true. 


—lIt refuses to enter into direct negotiations with Prince 
Sihanouk and the coalition government of Democratic 
Kampuchea and regards itself as an “outsider,” which 
can only hold talks with “the other side” with the 
participation of other countries. The Cambodian ques- 
tion is a result of the Vietnamese aggression and occu- 
pation. The aggressive Vietnamese troops have been 
fighting the Cambodian patriotic forces for as many as 
10 years. Vietnam is certainly a party concerned rather 
than an “outsider.” It should hold direct talks with the 
three parties of the coalition government of Democratic 
Kampuchea to discuss the question of a Vietnamese 
troop withdrawal from Cambodia. 


—It insists that excluding a certain part) of the Cambo- 
dian patriotic resistance forces should be taken as a 
prerequisite for the complete withdrawal of Vietnamese 
troops. As an aggressor, Vietnam has no right to put 
forth such a prerequisite. It should completely withdraw 
its troops withoui any preconditions. By putting forth 
such a prerequisite, Vietnam is trying to eliminate 
through political talks its opponents that cannot be 
eliminated on the battlefield and to undermine the unity 
of the Cambodian patriotic resistance forces so that a 
new government with the Heng Samrin clique under its 
control as the main body may be set up in the future. 


—It rejects and attacks the joini communique issued by 
the ASEAN meeting of foreign ministers on 5 July, 
saying that this communique “has weakened the efforts 
that have already been made for the unofficial Jakarta 
meeting.” As people already know, the communique of 
the ASEAN foreign ministers meeting demands that 
Vietnam withdraw its troops from Cambodia and accept 
an independent, neutral, and nonaligned Cambodia. It 
demands that Vietnam and the four parties of Cambodia 
attend the proposed unofficial Jakarta meeting and 
ensure its success. These are all fair and reasonable 
demands. Both Vietnam and the Phnom Penh regime 
have declared that the unofficial Jakarta meeting will not 
be talks between Vieinam and the various Cambodian 
parties They also threatened that they would not attend 
the meeting. This only shows that Vietnam lacks sincer- 
ity in the political solution of the Cambodian question. 


Most people believe that whether the proposed unofficial 
Jakarta meeting can be held as scheduled and whether 
satisfactory achievements can be made depend largely 
on Vietnam's attitude. They hope that the Vietnamese 
authorities can conform to the trend of the times, change 
their outdated stand, and put an end to their military 
aggression and occupation of Cambodia as soon as 


possible. 
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Burma Service Notes Ne Win, San Yu Resignations 
BK 2607124688 Bewying International Service 
in Burmese 1130 GMT 26 Jul 88 


{Text} A request by U Ne Win that he be permitted to 
resign as party chairman was accepted by the Extraordi- 
nary Congress of the Burma Socialist Program Party 
[BSPP] yesterday. The same congress also agreed to a 
request by U San Yu to resign as party vice chairman. 


The Extraordinary BSPP Congress ended yesterday. 


Burmese Party Elects U Sein Lwin as Chairman 
OW 2607231188 Beijing XINHUA in English 
1539 GMT 26 Jul 88 


[Text] Rangoon, July 26 (XINHUA)}—Joint party Gen- 
eral Secretary U Sein Lwin was elected chairman of the 
Burma Socialist Programme Party (BSPP) at the tenth 
meeting of the Central Committee of BSPP this afer- 
noon, according to reliable information. 


U Sein Lwin, 64, was elected joint party general secretary 
in July, 1983. He is also secretary of the Council of State 
of Burma. 


At the half-day meeting, Deputy Prime Minister and 
Minister for Defence U Kyaw Htin, 64, member of the 
Central Executive Commitee of the party, was elected 
joint general secretary of the party. 


General Secretary U Aye Ko continues to hold the post 
of the party general secretary. 


The Central Committee meeting also elected U Khin Maung 
Gyi, Dr. Maung Maung and Lieutenant-General Than Shwe 
as members of the Central Executive Committee. 


Burmese Council Dismisses Prime Minister 
OW 2607230988 Beijing XINHUA in English 
1540 GMT 26 Jul 88 


[Text] Rangoon, July 26 (XINHUA)}—Burmese Prime 
Minister U Maung Maung Kha was dismissed today 
from his post, according to a state radio report tonight. 


The report said that the Council of State of Burma today 
issued a proclamation on dismissing ) Maung Maung 
Kha from the post of prime minister. 


The proclamation said that U Maung Maung Kha should 
take the blame for the March events (disturbances took 


place in Rangoon last March). 


U Maung Maung Kha, 68, was elected prime minister in 
March, 1977. Since then, he has held the post. 
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According to another proclamation of the Council of 
State, Chairman of the Council of People’s Attorneys U 
Myint Maung was also dismissed from his post. 


President Aquino To Leave Options Open on Bases 
HK2607123588 Beijing International Service 
in Tagalog 1130 GMT 26 Jul 88 


[Text] President Corazon Aquino said she will use her 
prerogative to decide on the Philippine-United States 
Military Bases Agreement [MBA] without any preemp- 
tion. She added that she will leave her options open until 
the MBA ends in 1991. Meanwhile, Senate President 
Jovito —e - said it is better that the senate approves 
the treaty before holding a nationwide referendum which 
will decide on the bases’ rentention beyond 1991. 


Near East & South Asia 


CPC Official Leaves for Tunisia, Morocco 
OW 2607115588 Beijing XINHUA in English 
1105 GMT 26 Jul 88 


[Text] Beijing, July 26 (XINHUA)}—Zhao Zongnai, repre- 
sentative of the Communist Party of China (CPC), member 
of the CPC Central Committee and deputy head of the 
committee’s organization department, left here by air 
tonight for Tunisia to attend the special congress of the 
Tunisian Constitutional Assembly Party on invitation. 


Afterwards, Zhao will head of CPC delegation to visit 
Morocco at the invitation of the Independence Party of 
Morocco. 


Firm To Design Kathmandu Conference Center 
OW 2607214388 Beijing XINHUA in English 
1746 GMT 26 Jul 88 


[Text] Kathmandu, July 26 (XINHUA)}—The China 
National Complete Plant Export Corporation signed a 
contract here today with the Nepalese Government to 
design the international conference hall in Kathmandu. 


The hall or international convention center will cover a 
land of eight hectares with a floor area of about 10,000 
square meters. It will be the largest conference hall in the 
country. 


It will mainly include a | ,1 50-seat auditorium hall and a 
medium-sized conference hall with 250 seats and 
equipped with public address aiid simultaneous interpre- 
tation system. 


A multi-functional hall with the sar.e system equipment, 
two small-sized conference halls of 100-seat capacity 
each, two meeting rooms of 50-seat capacity each, VIP 
chambers and some supporting facilities will be con- 
structed in the center. 
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The construction of the center will be done with Chinese 
financia! assistance. The construction work will start 
next year. 


For the project, the Chinese Government and the Nepa- 
lese Government signed an agreement in Being in 
September, 1987 during King Birendra’s visit in China. 


XINHUA Analyzes Iraq-Iran Cease-Fire Eve 
OW 2607234688 Beijing XINHUA in English 
1500 GMT 26 Jul 88 


[News Analysis: Last Fighting Before Ceasefire by Xu 
Boyuan "—XINHUA headline] 


[Text] Tehran, July 26 (XINHUA)}—Although Iran 
announced a week ago its acceptance of the UN Resolu- 
tion 598 calling for an end to the Iran-Iraq War, people 
are still fearing that the Iranian policy u-turn is only a 
sort of tactic and wondering if real peace can be realized 
in the Gulf. 


The new round of escalation of fighting along the war 
front between Iran and Iraq seems to have further 
enhanced the fear. 


However, observers here think otherwise. 


They say that Iran's acceptance of the UN resolution was 
a painful decision made by Tehran in face of the most 
costly war in the post-war days. 


According to statistics, a total of more than 600,000 
people of the two countries were killed during the 8-year 
Gulf War and the economic losses on both sides have 
surpassed 700 billion U.S. dollars. 


While other countries are speeding up their economic 
and scientific development, the two warring states are 
lavishing shells on each other. One heavy-duty shell is 
worth a color TV set and one Soviet-made Scud-B 
missile costs 3 million U.S. dollars. 


Experts estimate the war has delayed the economic 
development of the two countries for at least 20 years. 


When Iraq accepted the UN resolution a year ago, Iran 
refused to follow suit for certain politicai reasons. Iran's 
policy change now shows that it has realized the gravity 
of the war at last. 


Iranian spiritual leader Ayatollah Khomeyni'’s words 
that his policy u-turn was not a means of tactics to 
regroup his war-weary forces seem to be sincere. 


As to recent Iraqi incursions into Iranian territories, the 
observers also have an optimistic view. They tend to 
believe Iraq’s claim that it has no intention to occupy 
Iran’s land and would begin to pull out from the occu- 
pied towns and areas as from July 26. 
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Iraq’s purpose, they say, is to capture more Iranian 
soldiers to strengthen its bargaining position. An Iranian 
official also shares the view. 


He told reporters that the fighting on the frontline is the 
last and “once the UN Secretary General Peres de 
Cueller announces the date of ceasefire, the front will be 
calm down.” 


Sub-Saharan Africa 


Ambassador Donates Books to Kenyan School 
OW 2607225188 Beijing XINHUA in English 
1841 GMT 26 Jul 88 


(“China Presents Books to Moi University of Kenya (by 
Huang Jin)”"—XINHUA headline] 


[Text] Nairobi, July 26 (XINHUA)—Chinese ambassa- 
dor to Kenya Professor Xue Mouhong presented, on 
behalf of the Chinese Government, more than 200 books 
published in China in English on Chinese history and 
literature as well as on science and technology to the Moi 
University of Kenya today. 


Handing over the books to the vice-chancellor of the 
university Professor Shelimiah Keya, Ambassador Xue 
said the presentation of the books published by China’s 
foreign language press symbolized closer cultural rela- 
tions between China and Kenya. 


He said both China and Kenya, as developing countries, 
are committed to strengthening cooperation in political, 
economic and cultural fields. 


Thanking China for its various assistance to Kenya such 
as the construction of the Moi International Sports 
Center, Professor Keya said the books donated by China 
to his young university indicated the continued fnend- 
ship between the two countries. 


He appreciated China’s way of helping Kenya by offering 
useful books, saying that “We need fish, but we like to be 
taught how to do fishing instead of being given fish only.” 


Among the books, which will be collected as part of the 
university’s library, are “The Dream of Red Mansions,” 
“Essentials of Chinese Acupuncture,” and those on 
geography and Chinese cooking. 


4 s 
The Moi University, named after Kenyan President 
Daniel Arap Moi was founded in 1985. It now has 
several faculties including forest resources and wildlife 
management, science and technology with 960 students 
and more than 200 teaching and administrative staffers. 


The university, located in a forest near eldoret, 300 
kilometers west of capital Nairobi, has a campus of some 
1,200 hectares of land, of which some 300 hectares will 
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eventually accommodate administration and academic 
and staff quarters with the remainder to be developed 
gradually into experimental and commercial farmland 
and a botanical garden. 


According to the vice-chancellor, Professor Keya, massive 
constructions are being undertaken in the campus by the 
government under a master plan for the university. Only 10 
percent of the plan has been completed and the whole 
project is expected to be completed by the year 2010. 


Recognizing education's importance as a basis for the 
country’s social and economic development, the Kenyan 
Government has given priority to education since inde- 
pendence in 1963, allocating an average of 30 percent of 
its annual recurrent budget expenditure on education. 


Without full-fleged university at independence, the gov- 
ernment has set up four public universities—Nairobi, 
Kenyatta, Moi and Egerton—where a total of 18,000 
students are studying, 30 times more than the number of 
college students in the early 1960's. 


Nyerere Hails Support for Liberation Struggle 
OW2707025388 Beijing XINHUA in English 
0014 GMT 27 Jul 88 


[Text] Dar Es Salaam, July 26 (XINHUA)-—-The chair- 
man of Tanzania Revolutionary Party Julius Nyerere 
said here tonight that the independence of some south- 
ern African countries will not be obtained without the 
effective and full support from China. 


Receiving a leading member of the All-China Journalists 
Association, Gao Liang. the former chairman of the 
frontline states said China has contributed a lot to the 
independence of southern African countries. 


Mr. Nyerere, who is also the current chairman of the 
South Commission of the Non-aligned Movement, said 
that his commission has gotten full support from China. 


On the Sino-Tanzania relations, the former Tanzanian 
president said there has existed good cooperation and 
friendship between the two countries. He attributed the 
long-lasting friendship to the late Chinese leaders—Mao 
Zedong, Zhou Enlai and Liu Shaogqi. 


The secretary general of Tanzania Revolutionary Party 
Rashidi Kawawa also met Gao Liang yesterday. He said 
the cooperation between the two ruling parties in the last 
few years has been satisfactory. He hoped that the 
political cooperation between the two sides can be fur- 
ther strengthened. 


FBIS-CHI-88-144 
27 July 1988 


Consulting Firm Wins Zimbabwean Contract 
OW 2607212488 Beijing XINHUA in English 
1353 GMT 26 Jul 88 


[Text] Beijing, July 26 (XINHUA)}—A Chinese consult- 
ing corporation has won public bidding for providing 
consultancy for a technical revonation project of an 
important steel and iron complex in Africa. 


Shi Qirong, general manager of the China International 
Engineering Consulting Corporation (CIECC) and D. 
Divaris, chairman of the board of directors of the 
Zimbabwe Steel and Iron Complex, signed the contract 
here today. 


The Zimbabwe complex is a state-run corporation with 
an annual capacity of one million tons of steel. But owing 


to problems in management, technology and raw mate- 
rials, its annual output is only 60 to 70 percent of the 


designed capacity. 


Therefore, the Zimbabwe Government decided to select 
a corporation for consultation through international 
public bidding. 


CIECC, China’s largest engineering consulting corpora- 
tion group with 62 member companies and 30,000 
engineers and technicians, won the bidding after fierce 
competition with six companies from Britain, Japan, 
Austria and India. 


West Europe 


Shanghai, Hamburg To Establish ‘TV Bridge’ 
OW 2607081288 Beijing XINHUA in English 
0545 GMT 26 Jul 88 


[Text] Bonn, July 25 (XINHUA)—Chinese and Federal 
German people will soon be able to reach each other over 
a distance of tens of thousands kilometers on a “TV 
bridge” to be established between Shanghai and Federal 
Germany’s Hamburg. 


Federal Germany's No 2 TV station announced today 
that it will join efforts with Shanghai TV station in 
producing and broadcasting a program to be called 
Shanghai-Hamburg “TV Bridge” on September 4. 
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During a one-hour-and-a-half program, 30 people from 
each city will discuss through interpreters daily issues of 
common interest. In addition, both TV stations will 
cooperate in reporting on Shanghai's Volkswagen Car 
Factory, a Chinese-Federal German joint venture, and 
Hamburg’s MBB Aircraft Plant where Federal German 
and Chinese engineers are jointly producing new types of 
airplanes. 


Shanghai, China's biggest city, and Hamburg, the “north 
door” of Federal Germany, established a civic partner- 
ship two years ago. 


Provincial Delegations Visit Italian Cities 


Treviso Ties 
OW2607174688 Beijing XINHUA in English 
1352 GMT 26 Jul 88 


[Text] Rome, July 25 (XINHUA)—China’s Shaanxi Prov- 
ince and Italy’s Treviso Province have signed an agreement 
to strengthen their trade and economic cooperation. 


The agreement was signed by visiting Governor of 
Shaanxi Province Hou Zongbin and President of Treviso 
Province Linc Innocenti here today. 


The agreement said both sides are willing to arrange 
exchange of visits of specialists and manufacturers in 
order to set trade items at the earliest possible time. 


The delegation of the Shaanxi Provincial Government 
led by Hou arrived in Treviso last Wednesday and held 
extensive discussions with Treviso officials and leading 
figures from business and financial circles on coopera- 
tion in trade, economy, science and technology, culture 
and tourism. 


Shanxi, San Marino Leaders Meet 
OW2707035188 Beijing XINHUA in English 
0128 GMT 27 Jul 88 


{Text} San Marino, July 26 (XINHUA)—Heads of state 
of San Marino Rosolino Martelli and Umberto Barulli 
Tuesday met with China’s Shanxi provincial delegation 
ON promoting cooperation in various fields. 

During the meeting, the heads of state of San Marino 


expressed satisfaction over the development of relation- 
ships between their country, China and Shanxi Province. 


The two San Marino leaders also appreciated China's 
foreign policy of equality among big and small countries. 
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Interview on Topics of Discussion at Beidaihe 
HK2707032088 Hong Kong WEN WEI PO 
in Chinese 27 Jul 88 p 3 


(“Feature” from Guangzhou by WEN WEI PO reporter 
He Ping (6320 1627): “Background of the Topics for 
Discussion at Beidaihe—an Interview With Tian Yuan 
on Price Reform”) 


[Text] Tian Yuan, the permanent secretary of the State 

Council’s Research Center for Economic, Technological, 

and Social Development, was interviewed here by this 

- He answered some questions about price 
orm. 


Will the Reforms Cause Social Unrest? [subhead] 


Reporter: Do you think that the current price reform in 
China will cause major social unrest? 


Tian: Social unrest will occur only under certain condi- 
tions. If the current price reform goes beyond control 
and prices rise continuously to a degree that exceeds the 
bearing capacity of society and makes the living stan- 
dards of most people decline, then social unrest may 
appear. However, in view of China’s present situation, as 
long as our reform measures can be properly coordi- 
nated, we are able to prevent such social unrest. 


Reporter: In your opinion, what measures should be 
taken to prevent social unrest? 


Tian: It is essential to do a good job in the following three 
aspects: First, price reform steps should be appropriate. 
We cannot try to complete reform in the whole country 
in one single move; instead, we will have to advance 
reform in steps so as to minimize the difficulties. Sec- 
ond, along with price reform, we should also continue to 
reform the enterprise management system and the prop- 
erty right system and continue to raise productivity to 
strengthen the bearing capacity for the price reform. 
Third, in the course of reform, the financial and mone- 
tary policy should be stable and tightened so as to 
prevent demand-pull inflation. The authorities are now 
studying comprehensive measures in these three aspects. 
It is believed that the relevant measures will be formu- 
lated at the coming Beidaihe meeting. 


The Topics for Discussion at the Beidaihe Meeting 
[subhead] 


Reporter: It is said that the coming Beidaihe meeting will 
discuss the issue of “building a new order of the com- 
modity economy.” Can you please tell me about the 
background of this issue? 


Tian: The issue of establishing “a new order of the 
socialist commodity economy” was first put forward by 
Zhao Ziyang. In recent years, some chaotic phenomena 
have appeared in China’s economic life. There are vari- 
ous cor upt phenomena, such as speculation, bribery, 
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and profiteering through driving up prices. These prob- 
lems disrupt the normal operation of the economy. If we 
do not solve these problems, it will be hard to carry on 
the reforms smoothly. A major condition for solving 
these problems is to establish a new economic order in 
light of the requirements in the development of the 
socialist commodity economy through promulgating 
various economic laws and regulations, especially for- 
mulating corresponding awarding and penalizing rules. 
Only thus can we overcome the chaotic phenomena in 
our economic life. In our country, the building of *‘a new 
order of the commodity economy” will be a long-term 
task. 


Are There Any Different Opinions in the Leadership? 
[subhead] 


Reporter: Are there any different opinions on price 
reform among the Chinese leaders? 


Tian: As far as I know, the so-called different opinions 
are mainly on the concrete steps in price reform and on 
the timing sequence of the relevant steps. For example, 
some people hold that enterprise reforms should be 
carried out ahead of price reform; some people hold that 
in price reform, the prices of agricultural and sideline 
products should first be decontrolled, and then the prices 
of industrial raw materials. Some people hold that price 
reform should be carried out first in the field of housing 
by turning houses into commodities. 


Reporter: In your opinion, what serious problems exist 
in China’s price structure? 


Tian: Serious distortions in China's price structure find 
expression in the following aspects: First, the state pur- 
chase prices of agricultural products were too low and 
were lower than the market prices. Second, the state sale 
prices of agricultural products (including food grain and 
edible oil) in cities were too low. Third, the price of 
energy and raw materials supplied according to state 
plans were too low, and also freight rates. Fourth, the 
price of housing in China was too low, and public 
facilities charges (public traffic, water, and gas) were too 
low. In order to guarantee the people's livelihood, the 
state gave subsidies to these commodities for a long time, 
and this violated the law of value. Prices were held down 
to an unreasonabie level and this caused a longstanding 
imbalance between supply and demand, thus obstructing 
the development of the socialist commodity economy. 


Reporter: Guangdong began price reform earlier than 
other provinces. This year, it has taken the lead in 
decontrolling grain and sugar prices. How does the 
Chinese leadership comment on this? 


Tian: Price reform should be advanced in an orderly 
way. According to China’s national conditions, it was 
correct to allow Guangdong to be the first to decontrol 
grain and sugar prices. Price reform of some commodi- 
ties can be carried out earlier or later in different 
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localities. For example, Guangdong can be the first to 
decontrol the sale price of grain, and then overall grain 
price reform can be carried out in the whole country. 


Where Does the Main Danger Come From? [subhead] 


Reporter: It is said that Guangdong Province has com- 
pleted the formulation of the scheme for wage reform, 
but its promulgation has been held up. Isn’t this because 
the central authorities do not approve the scheme? 


Tian: Guangdong’s wage reform scheme is not an iso- 
lated thing, and the central authorities must consider it 
from an overall point of view. Guangdong’s scheme may 
affect other localities. Wage reform should be linked 
with price reform, and should solve these two issues: 
First, the effects of price reform should be offset through 
wage increases so that the living standards of the people 
can be maintained. Second, the principle of distribution 
according to work should be maintained, and the wage 
structure should be rationalized. In particular, the 
income differences between mental workers and manual 
workers should be adjusted. 


Reporter: In your opinion, where does the main danger 
of the price reform going beyond control come from? 


Tian: The danger may come from four aspects: First, if 
price reform is advanced too quickly. Second, the price 
policy is changed in an all-round way. Third, money 
supply is excessive. Fourth, the reform of the enterprise 
management system does not make substantial progress. 
Price increase is only a derivative phenomenon of the 
above problems. Therefore, our main efforts at present 
should be made to solve the above four problems. 


Li Peng Chairs State Council Meeting 26 Jul 
OW2607140188 Beijing XINHUA in English 
1337 GMT 26 Jul 88 


[Text] Beijing, July 26 (XINHUA) —Draft provisional 
regulations on construction of office buildings, meeting 
halls and guest houses are one of the three documents 
adopted in principle at an executive meeting of the State 
Council chaired by Premier Li Peng here today. 


The other two documents are a draft law on the protec- 
tion of wildlife and a draft amendment to China's Land 
Administration Law. 


Participants at the meeting stressed the importance of 
tightening control over construction of office buildings, 
meeting halls and guest houses by government offices, 
mass Organizations, and state-owned enterprises and 
institutions. 


They agreed that construction of too many such facilities 
had wasted enormous investments, extended china’s 
capital construction scale and aroused dissatisfaction 


among the people. 
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The regulations, which will be released soon following 
revisions, contain specific clauses related to the defini- 
tion of such facilities, procedures for project examina- 
tion and approval, construction funds and standards, 
and supervision. 


Participants said the formulation of a law on the protec- 
tion of wildlife will help maintain ecological balance, 
protect and rationally develop wildlife resources. 


They believed that the law will encourage people to 
protect and breed wild animals and heck unauthorized 
hunting and smuggling of wildlife. 


The draft Wildlife Protection Law and the draft amend- 
ment to the Land Administration Law will be revised 
before being submitted to the Standing Committee of the 
National People’ Congress for deliberation. 


Wang Zhen Notes Indiscriminate Building 
OW 2707061388 Beijing XINHUA Domestic 
Service in Chinese 1457 GMT 22 Jul 88 


[By reporters Zhao Changchun and Wang Qixing} 


[Text] Shenyang, 22 Jul (XINHUA)}—During his inspec- 
tion of Liaoning Province from 16 to 21 July, Vice 
President Wang Zhen pointed out: We have made tre- 
mendous achievements in reform and opening to the 
outside world, and bringing about great changes in all 
fields. However, we have also encountered some prob- 
lems that should not be overlooked, such as sharp 
increases in commodity prices, unfair distribution in 
society, and multiplication of corruption. Only by firmly 
adhering to the four cardinal principles and persistently 
upholding the policy of reform and opening to the 
outside world can we properly solve those problems, 
further develop productive forces, and do still better in 
the magnificent cause of socialist modernization. 


He said: Comrade Deng Xiaoping, Zhao Ziyang, and Li 
Peng have recently issued many important instructions 
on such major issues as price reform, wage reform, and 
honesty in government. We should seriously implement 
them taking into consideration local realities to ensure 
sound proceeding and deepening of reform and opening 
to the outside world. 


During his inspection of the Dalian Economic and 
Technological Development Zone which is still under 
construction, Wang Zhen said: We have Shenzhen in the 
south and Dalian in the north. Dalian, located in the 
coastal area of northeast China, has good transport 
facilities and many other superior features. We must 
build Dalian into a “showcase” for the development of 
an export-oriented economy in the northeastern region. 
When importing foreign technology, we must ensure that 
it is truly advanced technology and pay attention to 
overall control to prevent unnecessary repetition. 
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At the new Xianglujiao District of the Dalian shipyard, 
Wang Zhen inspected a large shipway and a newly built 
118,000-metric-ton tanker with first-rate world technol- 
ogy. He praised the shipyard for having done good 
ideological and political work and for good coordination 
between its party organization and its administration. 
He said: The more the work of reform and opening to the 
outside world is deepened, the greater the responsibility 
and demand are for ideological and political work. For 
this reason, ideological and political work must be 
strengthened and not weakened. 


During his inspection of such large key enterprises as the 
Shenyang Transformer Plant, the Shenyang No 3 
Machine Tool Plant, and the Shenyang Aircraft Manu- 
facturing Plant, Wang Zhen had cordial conversations 
with plant directors and workers. He said: Large enter- 
prises that have an important bearing on the national 
economy are indispensable to our four modernizations 
program. Large enterprises must invigorate themselves 
and strive to improve economic efficiency. After this 
problem is solved, it will be easier for us to overcome the 
difficulties in price and wage reforms. 


During his stay in Dalian, Wang Zhen saw quite a few 
summer resort buildings and rest centers on mountain 
slopes and waterfronts. He said: We are not opposed to 
building such facilities, nor are we opposed to letting 
people spend summer holidays in coastal resorts. How- 
ever, there is a trend toward indiscriminate construction 
today. It is very bad that some organizations even put up 
luxury buildings in the name of “training centers.” 
Central departments should take the lead in implement- 
ing State Council instructions and resolutely curtail the 
construction of nonproductive projects. 


Wang Zhen also held discussions with new and old 
responsible comrades and some workers of the State 
Farm and Land Reclamation Department in Dalian. He 
encouraged them to run the farms well and contribute to 
the development of an export-oriented economy. 


Vice President Wang Zhen was accompanied by Sun 
Pinghua during the inspection tour. 


Qin Qiwei Inspects Shandong Coast Defense Units 
OW270705 1088 Beijing XINHUA Domestic 


Service in Chinese 0618 GMT 24 Jul 88 


{Excerpts} Jinan, 24 Jul (XINHUA)—On the eve of the |! 
August Army Day, Qin Qiwei, member of the CPC 
Central Committee Political Bureau and minister of 
national defense, visited soldiers and people on the 
Huang Hai front and extended festival greetings to them. 


On the morning of 23 July, Qin Jiwei visited officers and 
men at the Neichangshan Fort, where he inspected 
companies and soldiers under training. He encouraged 
them to cherish the Army and do a good job in training. 
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He said: In guarding the coasts, you must train your- 
selves well in military skills. When a comrade of a coastal 
defense unit told him in a briefing that local people 
enthusiastically supported army building, Comrade Qin 
Jiwei said: “Reform of the Army cannot be carried out 
without the support of the masses, and coastal defense 
cannot be strengthened without Army-civilian joint 
defense. The joint efforts of soldiers and the people to 
guard and build the country is a tradition we must carry 
forward.” 


While on Chang Dao, Qin Jiwei met with Cai Dayu, who 
had been recently given the title of “model in supporting 
the Army in the new period” by Yantai City. [passage 
omitted] 


During the meeting, Qin Jiwei praised the model for 
supporting the Army and thanked him on behalf of the 
Armed Forces. 


Navy E::ercises Under Conditions of Nuclear War 
HK270/ 433688 Beijing JIEFANGJUN BAO 
in Chinese 19 Jul 88 


[Report: “PLA Navy Carries Out Multi-Arms Defensive 
Exercise Under Conditions of Nuclear Warfare’) 


[Text] With guns roaring and planes streaking across the 
sky, ““a mushroom cloud” was seen rising up from the sea 
following a loud noise—“nuclear explosion!” The sailors 
on the warships immediately took precautionary mea- 
sures and concentrated fire on the “enemy planes” which 
used nuclear weapons. Such was the scene witnessed in 
an area of the Donghai on the afternoon of 24 June when 
the PLA Navy carried out multi-arms defensive exercises 
under the conditions of nuclear warfare. 


To improve the PLA Navy's combat effectiveness in 
coordinated defense under the conditions of future 
nuclear warfare, the PLA Navy authorities decided last 
October to carry out multi-arms and comprehensive 
defensive exercises at a military base of the Donghai 
Fleet. Under the guidance of the PLA General Staff 
Headquarters and with the support of departments con- 
cerned from military colleges, the naval vessel and air 
force units taking part were engaged in various activities 
for more than 6 months including theoretical training, 
maneuvering on the drawings, and actual military train- 
ing. All this created favorable conditions for the success- 
ful defensive exercises. 


According to veteran trainers from the PLA General 
Staff Headquarters, the National Defense University 
and all major military zones, the said exercises have 
three characteristics. First, the organic integration of 
advanced and difficult technical training with conven- 
tional training subjects. For many years past, we have 
only paid attention to conventional training of individ- 
ual army units, vessel units and professional units. As a 
result, advanced and difficult techniques were divorced 
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from conventional techniques. This time they incorpo- 
rated advanced and difficult technical training, such as 
how to guard against air raids and nuclear attacks, into 
conventional technical training, such as how to take 
precautions against mines, submarines, and surface ves- 
sels, and attained better results. 


Second, the close combination of commander and organ 
training and contingent training. As of October last year, 
they repeatedly experimented with 25 preliminary plans 
for prevention of nuclear attacks, wartime political work 
for organs, and reliable logistic support, and went out of 
the way to revise their plans again and again, occasioning 
a closer combination of 2 types of training. 


Third, the combination of theoretical research and tac- 
tical training. In the past, the research on protection 
against nuclear attacks was mostly carried out in colleges 
and scientific research institutions and little guidance 
was given in solving the specific problems in the tactics 
of combat troops. In the above exercises, a three-in-one 
combination consisting of organs, colleges, and person- 
nel was formed and the defensive tactical level under 
conditions of nuclear warfare was greatly improved. 
Experts involved in the exercise presented a total of over 
36 theses, among them being “Protection Against 
Nuclear Weapons in Defensive Warfare Waged for Navy 
Bases” and “A Probe Into the Characteristics, Princi- 
ples, and Other Tactical Problems of a Defensive War- 
fare of Navy Bases Against Nuclear Attacks.” 


Regulations for Servicemen C 
HK2607152088 Beijing RENMIN RIBAO 
in Chinese 26 Jul 88 p 4 


[Regulations Governing Compensation and Preferen- 
tial Treatment for Servicemen and Their Families” 


{Text} Chapter 1: General Principles [subhead] 


Article 1: The formulation of the following regulations 
serves the purpose of guaranteeing state compensation 
and preferential treatment for servicemen so as to 
encourage their dedicated spirit in defending and build- 
ing the motherland and in strengthening the Army. 


Article 2: PLA men in active service, disabled revolu- 
tionary servicemen, retired, demobilized servicemen, 
dependents of revolutionary martyrs, servicemen who 
die in the line of duty, and servicemen who die of 
diseases, as well as families of servicemen in active 
service, Can receive compensation and enjoy preferential 
treatment prescribed in the following regulations. 


Article 3: Dependents here refers to parents, spouses, 
and children of the servicemen, their younger brothers 
and sisters below the age of 18 who are still financially 
dependent on them, and other relatives who raised the 
servicemen from their childhood and who now have to 
depend on the servicemen for their livelihood. 
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Article 4: Compensation and preferential treatment for 
servicemen should be given by the state, society, and the 
masses. The compensation and preferential treatment 
should be kept in line with the development of the 
nat:onal economy, and should be raised at the same 
speed as the people’s living standards rise. 


Article 5: All state organs, social organizations, enter- 
prises, institutions, and citizens should perform their 
duties as prescribed in the following regulations. 


Article 6: The Ministry of Civil Affairs is responsible for 
giving compensation and preferential treatment to ser- 
vicemen in the whole country. The civil affairs depart- 
ments of local people’s governments at and above the 
county level are responsible for giving compensation and 
preferential treatment to servicemen in their respective 
administrative areas. 


Units and individuals who do a remarkable job in giving 
compensation and preferential treatment to servicemen 
and their families should be commended and rewarded 
by local people's governments at various levels. 


Chapter 2: Compensation for the Dead [subhead] 


Article 7: The deaths of servicemen in active service can 
be divided into three categories: 


1. Revolutionary martyrs; 
2. Servicemen dying in the line of duty: 
3. Servicemen dying of disease. 


Article 8: When a soldier in active service dies, a 
lump-sum pension will be paid to his family by the civil 
affairs department according to the category of death 
and the wage income of the deceased at the time of his 
death. The specific compensation standards will be for- 
mulated jointly by the Ministries of Civil Affairs and 
Finance. 


If the deceased is a conscripted serviceman or a service- 
men whose wage income 1s lower than that of a platoon- 
level officer, the lump-sum pension should be paid to his 
family according to th. wage of a platoon-level officer. 


Article 8: If the deceased servicemen won merit citations 
or glorious titles, the lump-sum pension should be 
increased according to the following standards: 


1. If the deceased won a glorious title issued by the 
president of the PRC or by the chairman of the Central 
Military Commission, the pension should be increased 
by 35 percent: 


2. If the deceased won a glorious title issued by the 
military region concerned (or by the command of a front 
army), the pension should be increased by 30 percent. 
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3. If the deceased won a Merit Citation Class I, the 
pension should be increased by 25 percent: 


4. If the deceased won a Merit Citation Class II, the 
pension should be increased by 20 percent: 


5. If the deceased won a Merit Citation Class III, the 
pension should be increased by 15 percent. 


Article 10: The dependents of revolutionary martyrs, 
servicemen who dying in the line of duty, and service- 
men dying of disease can receive regular pensions 1n light 
of the relevant stipulations. 


If the dependents are orphans or old people without 
support from anyone else, extra pension will be paid. 


Article 11: The basic standards for regular pensions 
should come into line with the living standards of urban 
and rural residents, and be formulated jointly by the 
Ministries of Civil Affairs and Finance. 


Provinces, autonomous regions, and municipalities can 
formulate their own pension standards in light of the 
basic standards and the living standards of local people. 


Article 12: When people receiving regular pensions die, a 
lump sum equivalent to 6 months’ regular pension 
should be given as the funeral allowance for the 
deceased. 


Article 13: When active-duty servicemen who make 
outstanding contributions to national defense construc- 
tion, army building, scientific research, or military oper- 
ations die, in addition to the pensions paid to their 

ts according to these regulations, the Ministry 
of National Defense may also issue additional pensions 
as special compensation for their deaths. 


Chapter 3: Compensation for the Disabled [subhead] 


Article 14: The disability of a serviceman on active 
service shall be determined according to the nature of his 
disability: 


1. Disabled through battle: 
2. Disabled while on duty: 
3. Disabled through illness. 


Article 15: The grade of disability of a disabled revolu- 
tionary serviceman shall be determined according to the 
extent of the loss of labor capability and to the extent his 
Capacity to earn a living is affected. Those appraised as 
disabled through illness are limited to those conscripted 
servicemen who are disabled through illness during 
active service. 


NATIONAL AFFAIRS 


The grades of disability through battle or while on duty 
are divided into Special Class, First Class, Second Class 
A Grade, Second Class B Grade, Third Class A Grade, 
and Third Class B Grade. 


The grades of disability through illness are divided into 
First Class, Second Class A Grade, and Second Class B 
Grade. 


The specific terms for determining the grades of disabil- 
ity are be worked out by the Ministry of Civil Affairs. 


Article 16: Together with the relevant departments, the 
Ministry of Civil Affairs 1s responsible for establishing a 
system of inspecting. assessing. examining and approv- 
ing, and readjusting the disability grades and ensuring 
that the determination of the grades is just and rational. 


Article 17: If a serviceman on active service is disabled 
while on duty or because of illness, his grade of disability 
shall be determined by the Army-stipulated examination 
and approval organ after the completion of his medical 
treatment and he will be 1ssued a “Disabled Revolution- 
ary Serviceman Certificate” which, in general, will not 
be issued after his retirement. 


A~ cle 18: Disabled revolutionary servicemen who do 
not work after retiring from active service shall be 
awarded pensions by the civil affairs departments, those 
disabled revolutionary servicemen who take up work or 
receive retirement treatment after retiring from active 
service shall be awarded health care pensions by the civil 
affairs departments. 


Disabled revolutionary servicemen who continue to be 
On active service in army units shall be awarded health 
care pensions by the army units. 


Article 19: The criteria for disability pensions are to be 
determined accurding to the nature and grades of dis- 
ability and in light of the wage incomes of ordinary 
workers and staff members 1n the country. 


The specific criteria for disability pensions and health 
care pensions shall be worked out by the Ministry of 
Civil Affairs in conjunction with the Ministry of 
Finance. 


Article 20: Special Class or First Class disabled revolu- 
tionary servicemen retiring from active service shall be 
supported by the state for the remainder of their lives. 
Those requiring support in groups shall be supported by 
the special institutions set up by the state, those sup- 
ported separately shali be properly provided for by local 
people's governments and awarded nursing expenses :n 
accordance with the regulations. 


Article 21: If, after being appraised and issued a disabil- 
ity certificate, a disabled revolutionary serviceman who 
1s disabled through battle should die within a year from 
the effects of his wounds, his dependents shall be 
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awarded a lump sum and a regular pension in accor- 
dance with the provisions for compensating a revolu- 
tionary martyr, if hz should die more than a year from 
the effects of his wounds, his dependents shall be 
awarded a lump sum and a regular pension in accor- 
dance with the provisions for compensating a service- 
man who dies whiie on duty. 


When a Special Class or First Class disabled revolution- 
ary servicemen who is disabled through battle o: ~ hile 
on duty dies of illness, his dependents shall receive 
regular pensions in accordance with the provisions for 
compensating the dependents of servicemen who die of 
illness. 


Article 22: When a disabled revolutionary serviceman on 
disabled pension dies, his dependents shall be awarded 
funeral subsidies in accordance with the criteria for the 
funerals of government functionaries. 


Chapter 4: Preferential Treatment [subhead] 


Article 23: Specific methods governing the preferential 
treatment that 1s to be given to the family members of 
conscripted servicemen on active service are to be for- 
mulated by provincial, regional. and municipal people's 
governments in accordance with their local practical 
situations. 


Article 24: In the case of compulsory servicemen who are 
agricultural households before joining the Army, they 
can continue to keep their contracted responsibility 
fields and their pri ate plots (hills, forests) in the rural 
areas. In the case of those who are members of the staff 
and workers of enterprises and other institutions before 
joining the Army, their family members can continue to 
receive the labor insurance and welfare treatment they 
originally nad. 


Article 25: Surface mail sent by conscripted servicemen 
from the Army is to be delivered free. 


Article 26: Disabled revolutionary servicemen above 
grade B of the second rank (including those at grade B of 
the second rank) can receive free medical treatment. 


In the case of those revolutionary servicemen at the third 
rank that do not have free medical treatment. the med- 
ical fees required for curing relapses of their old wounds 


are to be handled by local civil affairs departments. For . 


those who have difficulties in paying medical fees for 
their illnesses, local civil affairs departments will give 
them subsidies according to the circumstances. 


Article 27: In the case of family members of revolution- 
ary martyrs, servicemen dying while on duty, servicemen 
dying through illness, and servicemen who are on active 
service, and demobilized servicemen who retired from 
the Army through illness, those who do not have free 
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medical treatment, and those who cannot pay medical 
fees because of illness, local medical departments will 
reduce or exempt their medical fees in accordance with 
the circumstances. 


Article 28: Disabled revolutionary servicemen of state orga- 
nizations, social organizations, enterprises, and other insti- 
tutions who become disabled while on duty or in war wi'!l 
have the same living and welfare treatment as the disabled 
members of staff and workers who become disabled while 
on duty (work), in the units they belong to. 


Article 29: The artificial limbs, three-wheeled chairs, and 
other supplementary apparatus that have to be made for 
and which are needed by disabled revolutionary service- 
men are to be examined and approved and handled by 
civil affairs departments. 


Article 30: With the “Disabled Revolutionary Service- 
men Pass,” disabled revolutionary servicemen can have 
priority in buying state railway, steamship, and long 
distance bus tickets, and they can have, in accordance 
with stipulations. discounts. 


Article 31: Under the same circumstances as members of 
the masses, people who have comfort and compensation 
will have pnority in securing employment, in obtaining 
school places, in obtaining relief and loans, and in 
obtaining housing estate allocations. 


Articie 32: In the case of the family members of revolu- 
tionary martyrs who five in rural areas and who match 
the conditions of employment recruitment, the local 
people's governments should arrange employment for 
one of them. 


Anicle 33: One of the children, and younger brothers 
and sisters, of revolutionary martyrs, servicemen dying 
while on duty, and servicemen dying through illness who 
volunteer to join the Army and meet the conscription 
requirements can have priority in getting approval to 
join the Army during conscription penods. 


Article 34. The cultural and physical conditions required 
in selecting students for secondary schools and tertiary 
schools, can appropriately be relaxed for the children of 
revolutionary martyrs and disabled revolutionary ser- 
vicemen 


Article 35: Children of revolutionary martyrs who are 
admitted into pubic schools shall be exempted from 
tuition and m~<cellaneous fees and have priority in 
enjoying grants ©. loans for students. Those who apply 
for admission to kindergartens or child-care centers shall 
enjoy pnority for admission. 


Article 36: For officers and volunteer soldiers on the 
active list who are not living with their families, if their 
family members are employed, then their employers 
shall help them solve their housing problems according 
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to the standard for working couples; and, if their family 
members are not employed, the local housing depart- 
ment shall take care of them. 


When volunteer soldiers from cities and towns are on 
service, they shall also be counted as members of their 
families on the local housing allotment list. 


Article 37: For those who are permitted by political 
Organs at and above the division (brigade) level to live 
with their family members who are officers or volunteer 
soldiers on the active list, the public security derartment 
in the place where the Army unit 1s stationed siall allow 
them to register for residence. If they have been 
employed full-time before they move to the place where 
the Army unit is stationed, then the local labor and 
personnel departments shall assist them in getting new 
jobs. 


Article 38: For demobilized servicemen who are not 
employed and are badly off because of advanced age or 
poor health, local civil administration departments shall 
regularly release allowances to them according to the 
fixed standard and assist them in improving their liveli- 
hood gradually. 


Article 39: If those who are enjoying prefe: ential treat- 
ment and allowances as stipulated by these regulations 
still have financial difficulties, the local people's govern- 
ment shall take care of them. 


Chapter 5: Supp!ementary Articles [subhead] 


Article 40: If those who eajoy the aforesaid preferential 
treatment are sentenced to imprisonment, deprived of 
political mnghts, or issted as wanted, all preferential treat- 
ment and allowances they enjoy shall be suspended. 
Those who are involvea in serious criminal cases shall be 
deprived of all preferential treatment and allowances 
with the approval of the corresponding provincial, 


autonomous regional, or municipal government. 


Article 41: These reguiations also apply to the Chinese 
People’s Armed Police Forces. 


Article 42: Militiamen and laborers working on pubiic 
projects, if killed or injured in action. and militiamen 
and other personnel, if killed or injured during military 
training, are entitled to the preferential treatment stipu- 
lated by these regulations. 


Article 43: The Ministry of Civil Affairs is responsible 
for explaining these regulations. 


Article 44: Provincial, autonomous regional. and munic- 
ipal people’s governments can formulate their concrete 
measures for implementing these regulations. 


Article 45: These regulations come into force on | 
August 1988. At the same time, the “Interim Regulations 
for Giving Preferential Treatment to Dependents of 
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Revolutionary Martyrs and Revolutionary Armymen,.” 
the “Interim Regulations for Giving Compensation and 
Preferential Treatment (‘o Disabled Revolutionary 
Soldiers,” the “Interim Regulations for Giving Compen- 
sation for Revolutionary Soldiers Dying in Line of Duty 
or Dying Through Disease.” and the “Interrm Regula- 
tions for Giving Compensation to Wounded and 
Deceased Militiamen and Civilian Laborers Working for 
the Army.” which were approved by the Administrative 
Council and promulgated the Ministry of Home Affairs 
on | 1 December 1950. will be rescinded sim. iltaneously. 


Regulations Discussed 
OW 2607 140288 Beijing XINHUA Domestic 
Service in Chinese 1040 GMT 25 Jul 88 


[By reporter Xu Jingyue] 


[Text] Being. 25 Jul 88 (XINHUA}—In connection 
with the announcement today by the State Council on 
the “Regulations Concerning Military Pension and 
Relief, Fan Baojun, vice-minister of civil affairs, held a 
news conference and said: The said regulations are the 
first complete set of laws on pension and relief since the 
founding of the People’s Republic. In terms of signifi- 
cance, it 18 supplementary to the several :ules and 
regulations that concern the Anned Forces. Its formula- 
tion and announcement for implementation fully reflects 
the love and concern the party and state have for the 
PLA and the vast numbers of pensioners. 


In reply to questions by reporters, Fan Baojyun said: The 
number of pensioners the state has in mind totals some 
50 million. The party and state have always taken 
pension work seriously. During the early 1950's, the state 
formulated the “Provisional Regulations Concerning 
Relief for Family Members of Revolutionary Martyrs 
and Servicemen™, the “Provisional Regulations Con- 
cerning Pension and Relief for Revolutionary Disabied 
Servicemen”™. and other temporary regulations related to 
pension and relief. These regulations have played a 
positive role during the conduct of pension and relief 
work. However, along with the change of time. the 
original principle and purpose contained in these regu- 
lations, to a very great extent, were no longer applicable. 
and presented an urgent need to draw up a basic pension 
and relief law which is more compatible to the actual 
situation of China during the initial stage of socialism. 
From the viewpoint of pension and relief work, the 
conditions for drawing up this regulations are ripe. Since 
1979, the state has earnestly and reliably reformed the 
pension and relief system, and seriously fulfilled its 
policies ir the same respect. Sparing no effort, it has 
effectively began the work on cherishing the army and 
supporting the frontline as well as comforting family 
members 21 the wounded and died in connection with 
the war of counterattack in self-defense against Vietnam. 
The state has also perfected and expanded the network 
for pension and relief services throughout the cities and 
countryside. The cost of the pension and relief work has 
been increasing every year. From 1979 to 1987 the state 
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has expended a total of 5.19 billion yuan in this respect, 


sy be tlt ap ays 


creation of China. The gist of it is to exercise the 
eee cade ee ee ne 
whole, and all its citizens to do a good job in pension and 
relief work. 


Officials from pertinent departments of the PLA General 
Staff Department, General Political Department, and 
General Logistics Department spoke at the news confer- 
ence. They thanked the CPC Central Committee and the 
State Council for their conce:n for officcrs and men of 
the PLA, and the vast numbers of pensioners. 


To Increase Civilian Output 
HK2707013488 Beijing CHINA DAILY 
in English 27 Jul 88 p I 


[By staff reporter Zhang Lin} 


[Text] China's aeronautics and space industry is trying to 
bring its equipment, science an! technology and person- 
nel—which are among the best in the country—into full 
play to produce more key civilian products which rely 
heavily on imports at present. 


The Ministry of Aero-Space Industry has drawn up a list 
of 320 import replacement products, ranging from auto 
parts to refrigerators, said an official with the ministry's 
civilian products bureau. 


The detailed list of the products, which are manufac- 
tured by some 100 enterprises under the ministry, will be 
made public in October. 


The replacement programme is part of the State's efforts 
to cut back on imports of industrial products, thus saving 
hard-earned fo.eign currency. 
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The import replacement products include buses, motor- 
cycles, various instruments and machines for the pro- 
duction of textiles, medicines, foodstuffs, communica- 


The programme is also part of the minisiry’s bid to 
increase exports. 


Some of the products have been listed as export products 
and earned $30 million between 1986 and 1987. 


The ministry will co-operate with foreign partners and 
import key equipment to case the implementation of the 
programme, the official said. 


The ministry, which was started in the early 1980s, « a 
major supplier of military planes and has produced 
various civilian products, accounting for 70 percent of 
total annual output value. 


Shandong Village Takes Care of PLA Company 
HK2607153588 Beijing RENMIN RIBAO 
in Chinese 19 Jul 88 p 4 


[Report by Gao Jianzhong (7559 1696 1813) and Li 
Haoming (2621 1170 2492): “Leyuan Village of Chang- 


dao County Cares About the PLA Company Garrisoned 
There, Yang Shangkun, Wan Li, Hu Qili Visited the 
Village on Separate Occasions”) 


[Text] “The coastal areas will not forget the garrison 
soldiers when they have become rich.” Leyuan Village of 
Changdao County, Shandong, does not forget to support 
the Army even though it has become rich. It pays 
attention tc and supports the soldiers stationed there. 
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Region that has contributed to the building and the 
defense of the island. On festivals and new years, people 
of the village will convey greetings to the soldiers, and 
will give them cigarettes, wine, fish and meat. They will 
also invite the soldiers to the village to burn rice straw, 
and to take part in the dragon lamp dance. Every year, 
the people there will also send the first net of fish and 
shrimp caught, the first basket of scallop bred, and the 
first crop of vegetables produced to the company. In 
1982, when cadres of the village noticed that the com- 
pany only had a 12-inch black and white television set, 
which often broke down, the village bought a 22-inch 
color television set and gave it to the company. After 
that, the village also gave the company three washing 
machines, which replaced the “army-supporting team 
for washing, making and repairing clothes for soldiers” 
that had been persistently organized by Leyuan Village 
for some 20 years. 


Leyuan Village also helped the company to establish a 
recreation and sports activities center that has some 40 
types of recreational and sports equipment, and some 30 
newspapers and magazines. This center has enriched the 
soldiers’ recreational life. The island is very cold in 
winter. The village bought every soldier in the company 
leather gloves, woolen sweaters, and electric blankets. 
The village also replaced the fluorescent lamps of some 
160 rooms of the company. People of the village said: 
“The soldiers are stationed at our village who will take 
care of them besides us?” 


Leyuan Village helps the company develop commodity 
production and improve their standard of living. The 
village spared three mu of sea area for the company to 
breed scallops. The company earns about 10,000 yuan a 
year from this. Moreover, the village also built a chicken 
farm for the company. It supplies this farm free chicken 
feed, and passes on chicken-raising techniques. This 
farm produces some 1,000 jin of eggs a year. Further- 
more, the village also gives the company priority in 
contracting labor service work which will receive pay. At 
present, the special task company has an annual income 
of some 15,000 yuan, and has become a rich company. 


Over the past several years, some individuals who have 
become rich have become estranged from the soldiers. 
When conscription was conducted in the village, some 
rich households did not allow their children to put in 
their applications. Leyuan Village educated the masses 
in time that they should not think, when they become 
well-off, that there are no evil wolves in the world; and 
they should enhance their national defense concept. In 
1985, the special task company selected and transferred 
some soldiers to take part in the war at Yunnan border; 
Leyuan Village organized the masses to drape red silk 
over soldiers’ shoulders and pin flowers on their chests, 
and to present souvenirs to them. Every year, students 
between the ages of 8 to 18 years old will spend a week of 
their summer vacation on military life in the special 
tasks company, so that they can begin loving the Army at 
a young age. Last year, when young people at the right 
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age were conscripted into the Army, a rich neighboring 
village of Leyuan Village had difficulties in conscripting 
young people, while every young person of Leyuan 
Village, at the appropriate age, was eager to put in their 
applications. Zhang Zhousheng, from a household that 
has an annual income of 30,000 yuan, could finally join 
the Army. 


Twenty-seven specialties of Leyuan Village are totally 
Opened to the Army, and they also train Army personnel, 
free of charge, to he ve double skills. When soldiers retire 
from the Army, Leyuan Village teaches them the expe- 
rience of getting rich by Ceveloping and adopting mea- 
sures that are suitable to local conditions. It has also 
formulated three “local policies”—First, when retired 
soldiers have difficulty developing businesses in their 
home village, they can seek assistance from Leyuan 
Village. Second, when they lack production technologies, 
Leyuan Village can send people to teach them or they can 
send people to the village to learn. Third, when soldiers, 
who have retired from the Army, do not have any chance 
to get rich, they can go to Leyuan Village to find job by 
themselves. Over the past several years, Leyuan Village 
has trained 187 personnel, who have double skills, for 
the company; and among the 78 people who had retired 
from the Army, 28 people have become 10,000 yuan 
households, and 6 people have taken up the posts of 
director or manager of township and town enterprises. 


Theoreticians on Price Reform Difficulties 
HK2707121288 Hong Kong LIAOWANG OVERSEAS 
EDITION in Chinese No 30, 25 Jul 88 pp 3-5 


[Article by Dong Ruisheng (5516 3843 3932), Chen 
Dajun (7115 1129 6874), and Fang Lixin (2455 4539 
2450): “Thinking of the Hurdles in Price Reform— 
Record of a Discussion Between Some Mainland Theo- 
retical Workers and LIAQWANG Reporters” —passages 
in boldface as published] 


[Text] The price reform is a hurdle which the reform in 
China is facing. How should this hurdle be removed to 
ensure success in reform? Our reporters recently held an 
extensive discussion with some mainland theoretical 
workers. We reached a consensus on the following issues. 
Price reform is a long-term and strenuous task that will 
take at least 5 years to complete. Price reform must not 
be carried out for price reform’s sake. What is most 
important for us to do is that we should take price reform 
as a turning point for various kinds of s’ tematic 
reforms, such as reform of the enterprise system, market 
flow, income distribution, macroscopic control, and so 
on so that we can perfect our market mechanisms and 
deepen overall reform of the entire economic system. 
The following are the main points of our reporters’ 
discussion with the theoretical workers. 


To solve the problem of commodity prices, we should 
“paint a picture with three brushes at the same time”— 
deepening price reform, reforming the property rights 
system, and curbing inflation.” 
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This view was expressed by Tian Yuan, executive secre- 

tary of the Social, Economic, and Scientific and Techno- 

ae Development Research Center under the State 
ouncil. 


Question: According to your view, what contents should 
be included in price reform? What principles should be 
followed in the reform? 


Answer: I think the price reform must be carried out in 
accordance with the following principles. |. The princi- 
ple of giving priority to items that are urgently needed. 
Priority must be given to price reform involving com- 
munications and transportation, electric power, and raw 
and processed materials so that these trades will become 
profitable and attractive in terms of investment. 2. The 
principle of producers setting the prices. If the produc- 
tion of certain kinds of products is not monopolized, the 
market prices of these products must be set by producers 
in accordance with market demand amid competition. 
Control over commodity price differences must be lifted 
in the circulation links. Economic methods must be 
adopted to get rid of those superfluous commercial links. 
Normal commercial operational expenses will be 
deducted from the profits of producers. 3. Price read- 
justments of monopolized products will be controlled by 
the government. 


Question: We know that three methods have been pro- 
posed for the price reform. First, lifting price controls all 
at once. Second, making major price readjustments all at 
once, or on several occasions. Third, carrying out price 
readjustments for monopolized products or monopo- 
lized service charges by the state in a unified way. 
Competitive commodity prices and service charges, 
which have already been operating, must be set in 
accordance with market demand. Of these three meth- 
ods, which method is most suitable for the current 
reform in our country? 


Answer: In principle, I favor the third method. In 
accordance with the experience of price reform in 1986, 
with regard to certain products whose price differences 
are too big, and certain commodities which produce a 
very strong chain reaction, such as coal, steel products, 
and so on, price readjustments must be carried out first 
before price controls are lifted. This will be beneficial to 
working out major accounts and stabilizing financial 
incomes and expenses. With regard to the prices of 
processed industrial products, grain, edible oil, apart- 
ments, and so on, the central authorities are only 
required to work out a major principle. Various localities 
must be allowed to act according to their capacity and 
local conditions which they can utilize. 


Question: With regard to price reform for several prod- 
ucts mentioned above, what supporting measures are 
specifically needed? 
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Answer: First of all, price changes must be coordinated 
with tax readjustment. With regard to the prices of some 
products that have been on the low side for a long time, 
measures must be taken to readjust them, or to lift the 
controls over them. This will increase production costs 
of processed industrial goods. Therefore, the profits tax 
for some of these processed industrial goods must be 
reduced. In the meantime, since the profits of some 
products have been increased as a result of rationalizing 
their prices, the tax levied on them must also be read- 
justed accordingly. 


In addition, price changes must be coordinated with a 
wage readjustment to mainly offset the influence of price 
hikes. 


Furthermore, the price reform must be coordinated with 
the reform in circulation organization and the method 
for commodity transaction to prevent a monopoly of the 
production sector and to truly promote competition. 


Question: We have learned that you and your colleagues 
have proposed an idea on the transfer of the property 
rights of enterprises. You advocate the transparency and 
diversification of public assets to change completely the 
situation of public property rights being ambiguous and 
of no one being responsible for them. This will enable us 
to straighten out economic operational mechanisms and 
to establish a multilevel system constraining benefits 
derived from property at the central, local, and enter- 
prise levels. Now, how should this reform be promoted 
in the course of carrying out price reform? 


Answer: This reform must be promoted in the following 
four aspects. 1. On the basis of checking on assets, the 
property rights of the central government and various 
local governments must be defined in accordance with 
the value of the assets. These property rights can also be 
turned into shares. Measures must be taken to clarify the 
ownership of the intrinsic enterprise assets. This is a key 
link in the reform of property rights. 


2. Governments at all levels must respectively establish a 
number of competitive ass<is operational companies, or 
investment companies. They might be called central or local 
consortiums. Their main task is to perform the functions of 
the owners on behalf of governments at all levels. They will 
be responsible for the safety and the rise in value of the 
assets. Capital is used in accordance with the production 
policy and the principle of maximizing profits. Investments 
will then be made and shares transferred. 


3. The ownership of enterprises as legal entities should 
be established. After the establishment of assets opera- 
tional companies, enterprises no longer belong to any 
administrative organization. They are only responsible 
for the main bodies holding the property rights. There- 
fore, the contract system will be based on the new 
property rights system. 
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4. Efforts must be made to establish a marke: for 
transferring property nghts, or shares. Through buying 
and selling property mghts, we should promote the 
expansion and annexation of enterprises to realize the 
reorganization of social and economic resources in the 
interest of the best enterprises. 


Question: We have learned that measures to be taken by 
our country in price reform will be similar to those 
adopted by certain East European countries. In other 
words, the method of price readjustment will be inte- 
grated with the measure of lifting price controls to solve 
the problem of prices of raw and processed materials and 
means of production being on the low side. Shortly after 
their reform, these socialist countries greatly increased 
the prices of their primary products, with the margin of 
increase as high as over 20 percent. The prices of their 
processed industrial goods were basically stable, and 
they were increased by only 8 percent. But later price 
increases went out of control. Price hikes of finished 
products exceeded those of raw and processed materials 
and semifinished products. As a result, “price parity was 
restored [bia jia fu gui 3024 0116 1788 2981).” This 
caused sustained inflation. The governments were com- 

pelled to strengthen their controls over prices. How will 
we avoid the occurrence of such a situation? 


Answer: The key to avoiding the occurrence of such a 
situation lies in preventing excessive price increases and 
inflation. This is an important condition determining 
the success or failure of our price reform. In this connec- 
tion, conditions must be created in various aspects. |. 
During the years in which price reform is extensively 
carried out, a policy of controlling and streamlining the 
scale of capital construction must be pursued. 2. A policy 
of compensation and control over consumption funds 
must be pursued. On the one hand, wages must be 
properly increased; on the other, efforts must be made to 
strictly control the purchasing power of social groups. In 
the meantime, the state must control the amount of 
subsidies that are connected with commodity prices. 3. 
Various methods must be adopted to turn consumption 
funds into construction funds. These methods include 
stabilizing savings levels, properly making use of the 
readjustment of bank interest rates, and issuing various 
kinds of bonds aimed at preserving currency value. 4. 
Reducing money supply. 5. The work of transferring 
property rights and the amalgamation of enterprises 
must be extensively carried out, and the mechanism of 
bankruptcy must be introduced. 6. Efforts must be made 
to auction some of our state property (including small 
enterprises, housing property, and the shares of large 
enterprises). During the period of reform, financial dis- 
posable rights must be strengthened to absorb consump- 
tion funds, which might produce an adverse effect on the 
market, so that investment benefits can be maximized. 7. 
Efforts must be exerted to perfect the contract system, so 
that the contract system can be integrated with the price 
reform, the economic results of enterprises can be 
enhanced, and the enterprises’ capability to withstand 
the strains of the price reform can be enhanced. 
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“We should implement a guiding principle of placing 
equal emphasis on price reform and the practice of curbing 


This view was aired by Wang Jiye, director of the 
Institute of Economics under the State Planning Com- 
mission. He told our reporters his main ideas on solving 
the problem of commodity prices. 


Question: What kind of safer measures should be 
adopted to control the high inflation rate, and to reduce 
fluctuations? 


Answer: The first method is that we should place emphasis 
on the first stage. In other words, after increasing the prices 
of primary products, we should take steps to ensure that the 
margin of price increases in the subsequenst stages will be 
gradually reduced. The solution to this question lies in 
enhancing economic results. Only by increasing economic 
results can enterprises that produce intermediate products 
and finished products offset the effects produced by price 
increases in the preceding stages and gradually reduce the 
margin of price increases as a whole. Therefore, the key lies 
in deepening reforms in enterprises. Enterprises with good 
economic results must be vigorously developed, whereas 
those with poor economic results must be compelled to 
increase them. Otherwise, they must declare bankruptcy, or 


be amalgamated. 


The second method is that we should solve the problem 
of the consumption of income distribution. Measures 
must be taken to ensure that the income of residents, 
workers, and staff members will not drop because of 
price reform. In the meantime, parts of our consumption 
funds must be absorbed and shifted to production 
investment. In the meantime, we should readjust irratio- 
nal income through tax policy. With regard to wages paid 
by enterprises, it seems that they should be linked with 
labor productivity and the reduction of production costs. 
If the growth of the labor productivity rate is higher than 
the wage increase rate, and if the increase rate of wages is 
faster than the price hikes, it will be easy to solve the 


problem. 


The third method is that the risks are to be separately 
taken by the residents, the enterprises, and the state. We 
should pay attention to the capability of the residents, 
the enterprises, and the state finance departments and, 
in particular, the central finance departments to with- 
stand the strains caused by increases in the retail price 
index. If the risks are concentrated on any of them, they 
will not be able to withstand them. Measures must be 
taken to ensure that the risks are separately taken. It is 
obvious that the financial deficits of the central govern- 
ment must not be too large. In the future, efforts must be 
made to issue as small amount of banknotes as possible. 
We should absorb construction funds through the meth: 
ods of issuing bonds, shares, and so on to reduce the 
pressure of issuing banknotes. 
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“Reviewing the experiences and lessons of some socialist 
countries in price reform, we know that price reform must 
not be carried out for price reform’s sake.” 


This was the main idea expressed by Zheng Hongqing, 
member of the Reform Committee of the State Struc- 
ture, when he spoke with our reporters. 


Question: Up to now there is no successful precedent for 
price reform in any socialist country. On the contrary, 
most of these countries encountered difficulties and 
troubles in price reform. What are the reasons for this? 


Answer: To me, these countries lack some indispensable 
mechanisms in their political and economic systems and 
social structure. Specifically speaking, they lack the 
following mechanisms: 


1. Their enterprises lack self-constraint. During price 
changes, these enterprises do not consider the reduction 
of production costs to counter price increases. On the 
contrary, they consider increasing the prices of their 
products to shift the burdens of price reform and price 
increases for raw and processed materials onto consum- 
ers. On the other hand, the governments are generally 
inclined to provide subsidies for workers and staff mem- 
bers of enterprises to compensate their loss resulting 
from price hikes. They are not encouraged to carry out 
hard struggle to bear the burdens of price hikes. 


2. They lack the mechanisms for the flow and reorgani- 
zation of the essential factors of production. The aim of 
reforming the price system is to develop price mecha- 
nisms to regulate social supply and demand. The regu- 
lation of supply and demand can be realized through the 
flow and reorganization of the essential factors of pro- 
duction. This demands that some enterprises readjust 
their scale of production, or even go bankrupt. This will 
compel them to manufacture products in short supply, or 
shift their production to other products. However, 
according to the existing economic structure of socialist 
countries, the state is wholly responsible for the surplus 
labor force, overstocking of products, enterprise losses, 
and so on. As a result, it will be impossible for prices to 
play their role in stimulating the flow and reorganization 
of the essential factors of production. 


3. They lack the mechanisms of separating people’s 
livelihood from the government. In a socialist country, 
people’s livelihood (including their incomes and welfare) 
is exclusively taken care of by the state. Once the level of 
people’s livelihood drops, people are immediately dissat- 
isfied with the government. A mechanism for separating 
the people’s livelihood from the government is lacking. 
In a country with a developed market economy, there are 
intermediate links between the government and workers 
consisting of owners and operators of enterprises. They 
may curb the desires of workers for increasing incomes 
in the interest of the development of production. Fur- 
thermore, the country has a more developed capital 
market and labor service market. Enterprises, workers, 
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and staff members can receive compensation from these 
markets for their losses resulting from price changes. In 
other words, they can make use of these markets to 
disperse and offset the influence of price hikes. Besides, 
there are various kinds of intermediary funds, associa- 
tions, and so on which are comparatively developed and 
can serve society. They can help enterprises and workers 
and staff members tide over difficulties arising in price 
reform. In socialist countries, these mechanisms are not 
available or are weak. This makes the policy decisions of 
the governments much more difficult. 


Question: What enlightenment can we gain from this? 


Answer: Our reform thinking derives from the saying 
“the overturned cart in front serves as a warning to the 
carts behind.” In my opinion, the most important point 
is that we cannot carry out price reform merely through 
the price issue itself. We cannot pay increased wages 
retroactively following the price reform. Instead of con- 
fining the reform to prices and wages, we should carry 
out an overall reform that includes: a reform of the 
enterprise system; a reform of the market system, includ. 
ing unclogging the circulation channels and removing the 
intermediate links, monopoly by a trade, and the unnec- 
essary administrative interference; prohibiting the mal- 
practices of unfair transactions, trade monopoly, and 
indiscriminate price hikes; strengthening and improving 
macrocontrol and readjustment and implementing a 
tight financial and monetary policy in the course of price 
reform; and selling by auction a number of public assets 
which have become burdens of the state, including 
shares of large enterprises, small enterprises, and hous- 
ing property and using the funds obtained to support the 
price reform. 


Meanwhile, it is necessary to push forward the reform of 
the political structure. The most important thing at 
present is to let the masses realize that the government is 
Carrying out the reform for the benefit of the people and 
is sharing weal and woe with them. Administrative 
expenses other than the wages of government officials 
should be curtailed. The practices of leading cadres 
traveling and eating at public expense should be prohib- 
ited. Only by doing so can we persuade the masses to 
undertake the risk of price reform with one heart and one 
mind. 


Price reform constitutes a barrier for socialist countries 
and also a difficult problem for countries with a devel- 
oped market economy. However, it is not an impassable 
barrier or a knotty problem. For example, in the early 
1980’s Thatcher adopted a number of measures concern- 
ing prices by tightening the policy, selling public proper- 
ties, and reducing welfare benefits that resulted in an 
unemployment rate of 12 to 13 percent within a short 
period and a decline in certain industries. Although the 
measures she adopted met objections from various fields 
in society, she withstood the pressure and as a result 
Britain’s economy following the mid-1980's turned for 
the better. 
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While carrying out price reform, there are risks as well as 
many favorable factors. So long as we are determined 
and make concerted and unremitting efforts on the 
premise of devising the major scheme for price reform, 
we will certainly be able to make a success of the reform. 
Once the barrier is passed, the pace of reform as a whole 
will be accelerated. 


“Price reform constitutes the storming of heavily fortified 
positions in economic structural reform as a whole. To 
ensure the success of this reform, it is necessary to carry 
out overall reform with price reform as the turning point. 


This was the main idea expressed by Cheng Xiaonong, 
director of the Comprehensive Research Center, and 
Zhang Shaojie, director of the Microscopic Research 
Center of the China Economic Structural Reform 
Research Institute, to the LAOWANG reporters. 


Question: According to your train of thought, it seems 
that besides the difficulty in readjusting prices, it is far 
more difficult to promote overall reform focused on 
price reform. 


Answer: Yes. In the final analysis, we hold that price 
reform includes the following two points: First, how 
should the price structure be rationalized and what are 
the relevant measures to be adopted in various fields; 
and second, how to keep inflation under control follow- 
ing the price reform and avoid price hikes. Naturally, the 
first point is also very important. It is indeed a thorny 
problem to handle the relationship between various 
respects. The work in this regard depends to a great 
extent on accurate calculations and careful consideration 
and, relatively speaking, it is not too complicated. As 
regards the second point, it is extremely difficult to avoid 
inflation following price reform. The reform experience 
of some socialist countries has proved the following: To 
exercise control over the situation following the lifting of 
restrictions on prices, the measures adopted by the 
government to avoid price hikes have led to rigidity and 
a failure to attain the target of reform. Conversely, when 
problems occurred, the laissez-faire attitude resulted in 
prices running out of control and sustained inflation. 
While carrying out price reform, we hope that such a 
state of affairs can be avoided. 


Question: To pass the barrier of price reform, which are 
the corresponding reforms to be carried out emphatically 
at present? 


Answer: Above all, the reform of the enterprise system 
should be introduced. It can be carried out in the 
following three stages: First, redistribution of the inter- 
ests. The enterprises seriously affected should be com- 
pensated by those benefiting from price reform. Second, 
establishment of social organizations such as employ- 
ment contract companies and enterprise groups, and 
establishment of a price readjustment fund. And third, 
making use of the means of mergers and transfer of 
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property rights to solve the problems of enterprise defi- 
cits and redundant personnel. The enterprises that can- 
not be saved by these means should go bankrupt. By 
doing so we can increase both the capacity and adapt- 
ability of enterprises. 


Second, it is necessary to establish a perfect, unclogged 
market. On the one hand, the foreign trade structure 
should be reformed. When restrictions on prices are 
lifted, some products will increase rapidly while some 
will not because of the long production cycle and other 
reasons. Hence, it is necessary to make use of the 
international market and keep down the prices through 
imports and exports so that domestic and foreign trade 
will be well-coordinated. 


On the other hand, it is necessary to break monopolies 
and genuinely establish a market mechanism which 
promotes competition. Without competition, inflation 
will be inevitable even though you can control prices. 
Speculation prevailed over the past 2 years because of 
the two-tier system in prices as well as the existence of 
monopolies. For example, because of the exclusive sell- 
ing right of certain products, retail prices soared after 
several changes of hands by big buyers. Some companies 
among the industrial enterprises also made use of their 
monopolized position to increase their incomes by rais- 
ing prices. 


Third, it is necessary to solve the question of unfair 
distribution of incomes. In our distribution of incomes, 
there is a question of egalitarianism which the Chinese 
citizens were used to for a long time as well as the 
question of unfair distribution. First, it is necessary to 
establish a perfect income tax system and appropriately 
levy taxes on those who earn a high income. Meanwhile, 
relevant means should be adopted to protect those with 
a low income. It is necessary to perfect the tax system 
(such as imposing consumption taxes) and enforce the 
tax system (such as sternly punishing tax evaders). Sec- 
ond, the wage mechanism should be reformed. As the 
current capital, profit, and tax rates of various industrial 
enterprises are more or less the same and there is a 
difference objectively in the average capital and techni- 
cal level of each worker, the average per capita profits 
vary between trades and enterprises. Moreover, because 
of the links between wages, bonuses, and profits, there is 
a wide gap in incomes though the workers with the same 
technical skills offer the same amount of labor. There- 
fore, it is necessary to further reform the wage forming 
mechanism in the course of price reform. To put an end 
to the uneveness in incomes, the government should 
create conditions for offering equal opportunities so that 
the people have more opportunities to chose jobs and 
undertake the risks in selecting jobs. 


Another question concerning distribution of incomes is 
the measures adopted to encourage savings and invest- 
ment by citizens. For example, the banks should raise 
interest rates so that the people’s savings will increase 
somewhat in value. The key lies in changing the people's 
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consumption, accelerating the pace of housing commer- 
Cialization, and gradually implementing the system of 
Students studying in institutions of higher learning at 
their own expense. In addition, the means of issuing 
shares and bonds should be adopted to attract funds 
from the people, use them in production accumulation, 
and alleviate the pressure on the market. 


Fourth, it is necessary to establish the economic means 
of macrocontrol. Now the economic means of an admin- 
istrative nature is still effective. For example, credit is 
actually an economic means. While granting loans, how- 
ever, we basically adopt administrative means. Instead 
of acting according to economic laws, a lower level 
government has to bargain with a higher level govern- 
ment and enterprises have to bargain with the govern- 
ment for the distribution of loans. As the economic 
mechanism is not properly established, it will be disad- 
vantageous to price reform. 


This idea was disclosed to the LLAOWANG reporters by 
Lin Yifu, director of the State Council’s Rural Develop- 
ment Research Center. 


Question: While introducing the price reform, why is it 
necessary to take into account the corresponding reforms 
of the above-mentioned fields? 


Answer: Under the conditions of underdeveloped com- 
petition, it is easy to raise the prices of farm and sideline 
produce and daily necessities, but difficult to keep them 
down. As a consequence, the price reform may give rise 
to overall price hikes. If the wage system is not reformed 
and if wages cannot fluctuate with prices, the living 
standards of the people are bound to be affected. If the 
financial system is not reformed and the interest rates 
are not readjusted along with rising prices, instead of 
saving their money in the banks, the citizens will rush to 
purchase commodities, increasing the pressure on the 
market. If the foreign exchange rates are not readjusted 
through financial reform, there will be a wide gap in the 
exchange rate between renminh: and other currencies. 
As a result, those familiar with the exchange rates may 
reap exorbitant profits, and it will be difficult to ensure 
the foreign exchange badly needed for economic con- 
struction. If the house and land rent system is not 
reformed, the price parity between houses and land (the 
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rarest commodity in China) and other commodities will 
become increasingly irrational. Hence, it will be impos- 
sible to make a success of the price reform. 


Question: The general objective of price reform is to 
establish a rational price system. What are the suitable 
measures to be adopted to attain this objective? 


Answer: In my opinion, the method of readjusting the 
price first and then lifting the restrictions is a good 
option. Under the situation of the current reform, it is 
quite obvious that the past artificial method of readjust- 
ing the irrational price parity will not work. Even a 
computer cannot accurately reflect the price parity 
between all kinds of products. What is more, the prices 
are changing every day. Moreover, artificial readjust- 
ment of prices can be conducted only once at a certain 
Stage, resulting in tremendous changes which cannot 
accurately solve the question of irrational price parity. In 
light of the requirements of the various fields involving 
price reform, the restrictions on prices should be lifted 
and be regulated by the market. Market regulation con- 
stitutes a microregulation which is changing every day. It 
operates according to the laws governing itself and will 
not lead to drastic fluctuations. This is an idealistic 
objective that we want to attain. As the current price 
system is out of shape and the system giving rise to 
inflation is not yet reformed, and without a forceful 
macroscopic policy against inflation, if the method of 
totally lifting the restrictions on prices is adopted, it will 
be unbearable for society. For this reason, the method of 
readjusting the prices first and then lifting the restric- 
tions would be more suitable. We should gradually lift 
the restrictions through readjustment. 


JINGJI RIBAO Cited on Price Reform Benefits 
HK2707101988 Beijing ZHONGGUO XINWEN 
SHE in Chinese 0633 GMT 27 Jul 88 


[Text] Beijing, 27 Jul (ZHONGGUO XINWEN SHE)— 
Today’s JINGJI RIBAO carried a commentator’s article 
urging people to treasure the current excellent economic 
situation which has been rare before and to seize this 
good opportunity to carry forward the price reform 
boldly. 


This newspaper said: Some people have exaggerated the 
unfavorable aspects of the current economic situation 
and even suggested that 2 to 3 years should be allowed 
for an improvement in the economic environment prior 
to the introduction of the price reform. Their view is 
incorrect, the newspaper believed. 


The newspaper said: The Ist half of this year witnessed 
high industrial growth, an improvement in the economic 
returns of enterprises, a good harvest of summer crops, 
and a continuous increase in the state’s financial reve- 
nue, the enterprises’ retention of profits, and urban and 
rural residents’ incomes. In all honesty, this is a rare 
excellent situation. 
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The newspaper admitted that at the moment economic 
Operation is affected by some unstable factors. For 
example, although the scale of investment in capital 
construction has been brought under coatrol, the present 
scale is still beyond the country’s capacity with its 
available resources; meanwhile, economic returns, 
though already improved, still fall short of our expecta- 
tions. On the other hand, the imbalance between aggre- 
gate demand and supply has been aggravated daily, and 
commodity prices have increased by a considerable 
margin. All these problems should certainly be brought 
to our attention. But, however, they are minor problems 
and must not be exaggerated as the main trend of 
economic development. 


The newspaper said: “It would be an unrealistic illusion 
if one dreamed of an economy immune to all problems. 
Some contradictions arising from reform are normal and 
inevitable. The crux lies in the tendency of the develop- 
ment of these contradictions. In the past few years, when 
economic development was accelerated, many contra- 
dictions were aggravated: For example, product quality 
declined, there was overstocking of products, economic 
returns were poor, the scale of investment in capital 
construction was out of control, and so on. Although the 
growth rate is a little bit too high for the time being, the 
above contradictions have been eased—in the Ist half of 
this year, the quality of industrial products has remained 
stable or has been improved; the output of marketable 
products has increased remarkably while overstocking 
has been basically eliminated; overall labor productivity 
has been raised by 9.2 percent; profits and tax revenue 
have increased side by side; and investment in capital 
construction has been brought under control while the 
investment structure is being rationalized. 


The author of the article also presented several ideas in 
the hope of creating a fine environment for the smooth 
progress of the price reform: 1) It is necessary to continue 
to keep the scale of investment under control and to 
maintain a moderate investment growth rate; 2) it is 
necessary to further improve the contracted manage- 
ment system for enterprises, carry out the reform of 
enterprise mechanisms in depth, strengthen internal 
administration, and improve economic returns; 3) it is 
necessary to shift consumer demand from one field to 
another so as to ease the supply-demand contradiction; 
and 4) it is necessary to curb the practice of comparing 
and competing with each other in jacking up prices. 


GUANGMING RIBAO Discusses Price Reform 
HK2607115188 Beijing GUANGMING RIBAO 
in Chinese 16 Jul 88 p 3 


[Article by Zang Zhifeng (5258 1807 7364) and Xie 
Lujiang (6200 7627 3068): “Coming Out of the Woods 
of Price Reform”) 


[Text] In reforming the economic structure, socialist 
countries have in varying degrees faced the questions of 
inflation and spiraling price rises, which have seriously 
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obstructred the progress of reform. Why is it that spiral- 
ing prices have emerged in economic restructuring? 
Where is the way out? These are the theoretical and 
practical questions we should answer in continuously 


deepening the reform. 


Reasons for Price Rises [subhead] 


Prices are a comprehensive reflection of the develop- 
ment of the national economy. Over the past few years, 
prices have continued to rise considerably in China. 
There are many reasons for this. There are historical and 
other factors, such as the the reflection of friction 
between the new and old structures in the course of 
reform, policy errors, and the guiding idea of being eager 
for success and vying with one another to double the 
gross value of industrial and agricultural production 
ahead of time. Why is it that this guiding idea can be 
implemented? This has more to do with the defects of 
China’s old economic structure and the enterprise sys- 
tem. China’s old structure is characterized by the state 
being both the organ of power and the representative of 
the proprietors of the means of production under own- 
ership by the whole people. The state also directly 
administers the business affairs of enterprises. Govern- 
ment organs have the right to decide investments in new 
construction projects and technological transformation, 
but they are not economically responsible for investment 
returns. The fact that investment returns have been poor 
has aggravated the contradiction between supply and 
demand. After 9 years of reform, the enterprises have 
gradually expanded their decisionmaking power, but 
they are still far from becoming independent commodity 
producers. Although the enterprises have an impetus to 
pursue profit, their capability to restrain themselves is 
still very poor. They are still responsible only for profits 
and not losses. 


First, the enterprises have not been able to extricate 
themselves from the status of being the appendages of 
the state administrative organs. The contracted manage- 
ment system represents a reform of the mode of opera- 
tions within the framework of the old structure. Its 
essence is to stabilize the interest distribution relation- 
ship between the state and enterprises in the form of a 
contract. However, there are no fundamental changes in 
the existing planning, investment, and material struc- 
ture; the equity relationship of enterprises has not been 
well defined; and the relationship between the state and 
the enterprises is still in a contradictory state in which 
ownership and the power of wperations should have been 
separated. Instead of paying more attention to strength- 
ening their own quality, the enterprises can only shift the 
pressure from the rising prices of raw materials on to the 
government or purchasers. As a result, not only are the 
enterprises incapable of absorbing the increased 


expenses arising from the readjustment of the pricing 
system but the readjustment has also become a factor 
stimulating price rises. 
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Second, faced with the strong pressure to increase the 
wages of workers and staff members, the enterprises 
place their conduct on a short-term basis and are not 
very enthusiastic about accumulation of funds. Because 
the price relationship has not been straightened out, 
because the enterprise technological compositions are 
different, and because the enterprises have different tax 
burdens, the profit-retention level of enterprises cannot 
truthfully reflect their performance. Under such circum- 
stances, if we stress that the income of workers and staff 
members should be directly linked to enterprise perfor- 
mance, it will be practically impossible to link income to 
labor contributions, thus increasing people’s desire to vie 
with one another. The lack of strict control on internal 
enterprise funds has also induced people to achieve high 
income. Instead of improving their operations under the 
guidance of price reform, :he enterprises take advantage 
of the price rises or the defects in the double-track system 
to increase enterprise income in a short time. Therefore, 
the defects in the modern enterprise system are a funda- 
mental reason it is difficult for China to attain results in 
price reform. 


We can explain this view more clearly by comparing the 
conduct of Japanese and Hungarian enterprises. Both 
Japan and Hungary rely on energy imports. From 1974 
to 1975, after the steep increase in international oil 
prices, Japan’s industrial production dropped 4 percent; 
in Hungary, because of government subsidies and the use 
of surplus international capital to speed up investments, 
industrial production rose 16 percent. But after experi- 
encing the process of retrenchment—readjustment—and 
technological development toward the late 1970's, 
Japan’s industry succeeded in carrying out a new tech- 
nological revolution in the 1980's. However, because 
Hungary relaxed its controls on enterprises, its produc- 
tion structure was not readjusted. This, plus the exist- 
ence of such serious problems as excessive investments 
and premature consumption, led to a deterioration in the 
balance of international payments and price increases. It 
was forced to reduce the rate of economic development 
and is now still absorbing the consequences of rising oil 
prices. 


The Basis for a Successful Price Reform [subhead} 


The price reform is an issue that cannot be bypassed in 
economic restructuring. But it cannot depart from the 
reform of the microeconomic mechanism. The basis for 
a successful price reform lies in the establishment of a 
modern enterprise system. In reforming the economic 
structure we must take the modern enterprise system as 
the key link. In coordination with this center, we should 
carry out the price reform, vigorously cultivate and 
develop the market system, and properly change the 
economic management functions of the state. Viewed 
from the situation of the economic restructuring as a 
whole and from the aim of eventually ensuring the 
formation and the effective operation of the price oper- 
ational mechanism, establishing a modern enterprise 
system is a fundamental guarantee and basis for the 
success of the price reform. 
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An important feature of the modern enterprise system 1s 
a well-defined equity relationship. Enterprises are legal 
entities with completely independent powers of opera- 
tion. In establishing a modern enterprise system, it is 
necessary to turn, without changing the state as the 
eventual proprietor of property under ownership by the 
whole people, the unitary state ownership into pluralistic 
joint-stock ownership; and to turn the three-in-one com- 
bination of state power, proprietor of capital goods, and 
operators into the separation of the three powers. The 
state only carries out its socioeconomic functions. It 
turns over the management of capital goods to asset 
management departments and capital operational insti- 
tutions. The enterprises become independent legal enti- 
ties having the right to control, use, and dispose of their 
assets in accordance with the law. The establishment of 
the modern enterprise system means that the main body 
of investment should shift from the state to enterprises. 
We have thus solved, in terms of the system, the question 
of the investment competence of government institu- 
tions and eliminated the important sources of swelling 
investment. With the enterprise equity relationship well- 
defined, it is no longer possible to engage in the practice 
of “everybody eating from the same big pot” in terms of 
capital, and the investment returns will also improve. 
Within the legal entities practicing the joint-stock sys- 
tem, there will be different principals of interests, such as 
the proprietors, operators, and producers, and the rela- 


tionship of che’ —- znd balances among them. Thus, the 
swelling consu ‘mands can be effectively con- 
trolled. To sur :velop, the legal entities must 
Organize and 1 production and operations of 
the enterprises . ig to the price signals and accept 
the guidance of t:. —_.ice mechanism. 


Viewed from macro level, the establishment of joint- 
stock enterprises will not only give the production fac- 
tors a motive force to carry out readjustment and reor- 
ganization within the enterprises but will also make them 
flow within the scope of the society according to the 
demand of the rational distribution of resources. In this 
way, society’s capability to withstand the strains of the 
price reform will be greatly increased. First, if the factor 
of price increases is digested and absorbed only with 
enterprise profits, there will little room for maneuver. 
However, if the enterprise assets are added, the capabil- 
ity of the enterprises to withstand the strains will greatly 
increase. Under the existing enterprise system in our 
country, the assets are “xed and rigid. Some enterprises 
with poor economic results are unwilling to offset debts 
with their assets. This is an important reason why the 
reform of the prices of capital goods cannot be !aunched 
for a long time. With the implementation of the joint- 
stock system, enterprises are responsible for their own 
profits or losses. Not only can those enterprises that are 
run satisfactorily hold their ground but they can also 
scale new heights in the course of competition. Those 
enterprises that are not run satisfactorily can only go 
bankrupt. In this way, the process of price reform will 
genuinely become a process of selecting the superior and 
eliminating the inferior, and a process of stimulating 
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technological advances and production development. 
Moreover, the joint-stock system has also provited a 
suitable social form for the flow of production factors, 
the rational distribution of social resources, and the 
readjustment of the production structure. The rational 
distribution of social resources and the readjustment of 
the production structure are actually a process of the 
flow of social resources among departments and enter- 
prises. However, the material form and special use of the 
fixed assets of various departments have made it diffi- 
cult to move the assets. The buying and selling of stocks 
and the flow of money and capital will effectively solve 
this difficult problem. 


Measures for Stabilizing the Price Situation [subhead] 


It take a fairly long time to establish a modern enter- 
prise system, which also needs a relatively stable macro- 
economic environment. For this reason, it is necessary to 
adopt some necessary and feasible measures in the 
medium and near terms so as to stabilize the price 
situation. This is essential to maintain the momentum of 
China’s economic growth and continuously promote 
economic restructuring. 


To this end, it is necessary, in the first place, to strictly 
control the money supply and bring it into line with the 
demand created by commodities in circulation. Due to 
the current excessively strong demand, the central bank 
should both control the scale of credits and loans and 
reduce the issuance of currency. With a decrease in the 
supply of currency, the overheated demand for capital 
goods and consumer goods will be curbed to some 
extent, while the pressure on prices will drop. Under 
China’s economic conditions, which are characterized 
by shortages, we should attach more importance to 
increasing supply. To prevent the tightened money sup- 
ply from affecting the development of production, it is 
necessary to adopt different policies toward different 
enterprises. In coordination with the macroeconomic 
control of money supply, it is necessary to divide finance 
into regular expenditures and economic construction 
investments. The former should not be exceeded. To 
effectively implement the monetary policy, it is neces- 
sary to increase the independence of the central bank in 
Carrying Out its functions. 


Second, we should define an industrial policy and com- 
bine price reform with the rationalization of the indus- 
trial setup. The price level is subject not only to the 
influence of total supply and total demand but also to the 
restrictions of the industrial setup. An irrational indus- 
trial setup and serious shortages of some commodities 
will also cause prices to rise. If we just readjust prices, 
but do not formulate scientific industrial policies or 
form a rational industrial setup, the results of the price 
reform can not be consolidated. A combination of the 
price reform and the formulation and implementation of 
a correct industrial policy will not only suit total supply 
to total demand but also coordinate the supply structure 
with the demand structure so that the results of the price 
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reform can be consolidated. Meanwhile, the stabilization 
of prices must start from basic industries, which have a 
vital bearing on prices and the products of which are in 
short supply. Only thus will it be possible to the stabilize 
prices of final products. 


Third, it is necessary to link the price reform to the 
organizational and institutional building of the market. 
Our market system is still in the process of development. 
Because management and legislation have lagged 
behind, the market order is still abnormal. At present, it 
is extremely necessary to attach importance to the coor- 
dination of various markets. As the first step, the num- 
ber of wholesale links should be cut. In particular, 
factories with the necessary conditions should be permit- 
ted to enter the wholesale market to directly handle their 
own products. They also have the right to supervise the 
sales of their products on the market and to fix their 
prices. Their participation in the market price move- 
ment can help reduce the chaotic situation in the fixing 
of prices and strengthen the restrictive role of production 
in circulation. Given the reduced varieties and quanti- 
ties of goods and materials under planned unified distri- 
bution, it is necessary to provide normal market trans- 
action channels and standardized transaction modes. In 
big economic cities, production bases of capital goods, 
and collecting or distributing centers, we should vigor- 
ously set about organizing primary futures markets cen- 
tering on the transactions of medium- and long-term 
contracts. The transactions of medium- and long-term 
contracts for capital goods can help even up the prices 
and curb the frequent great fluctuations of market prices. 
Moreover, the price reform should also be combined 
with the regulatory and control measures of the govern- 
ment as regards circulation. Attention should be paid to 
solving the problem of how to effectively bring into play 
the leading role of state enterprises. It is also necessary to 
strengthen the building of the legal system in the man- 
agement of circulation and the management of earnings 
in circulation. 


The near-term objective of the price reform is to readjust 
and correct the irrational price system left over from the 
past, and its long-term objective is to develop price 
mechanisms that can replace the traditional planned 
management structure and play a regulatory role in the 
national economy. The genuine achievement of the 
near-term and long-term objectives relies fundamentally 
on the establishment of a modern enterprise system. We 
should carry out the price reform around this and push 
these objectives forward in a coordinated way. Over the 
next few years, we should continue deepening the reform 
by adopting the principle of stressing the stability of the 
price situation. 

GUANGMING RIBAO on Commodity Price Rise 


HK2607101588 Beijing GUANGMING RIBAO 
in Chinese 9 Jul 88 p 3 


[Article by Wang Jian (3769 1696): “How To Under- 
stand the Current Price Problem”)} 


[Text] Editor’s note: Price increases have become a hot 
subject of conversation. But there are different opinions 
on how one should view the causes of rising commodity 
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prices and what policy should be adopted to deal with 
the problem. Today we present an article by Comrade 
Wang Jian as a preliminary study of this issue. The 
author holds that the basic cause of the present price 
increases lies in the loss of macroeconomic control and 
structural imbalance. He recommends an inflation pol- 
icy as a device to make up the increase in commodity 
prices. Is his view correct? Everyone is welcome to 
discuss the issue in depth. [end editor's note] 


The loss of control over the rising commodity prices has 
become more and more obvious since 1987, and it is 
now a focus of attention in the economic field about 
which all people throughout the country are concerned. 
But how should we analyze the causes of the rise in 
commodity prices, and what policy are we going to 
adopt? For the time being there are differences of opin- 
10n among people. Here I would like to present some 
personal views. 


On the Causes of the Rise in Commodity Prices [subhead] 


The present rise in commodity prices can be attributed 
to both the macroeconomic and structural aspects. As far 
as the structural cause is concerned, we should focus our 
attention on the dual structure, which took shape in the 
first 30 years after the founding of the PRC when the 
development strategy inclining toward heavy industry 
resulted in a gigantic heavy industrial structure and there 
was too much surplus labor in the agricultural sector. 
This dual structure has led to a serious polarization in 
the organic component [you ji gou cheng 2589 2623 
2845 2052] of agriculture and industry. Up to the present 
time, the per capita fixed assets of the industrial sector 
are still about 25 times those of the agricultural sector. 
This gap has in turn led to the disparity in labor 
efficiency and, consequently, a great disparity in income 
between those engaging in agricultural production and 
those engaging in industrial production and commerce. 
In 1987, the output value arising from an agricultural 
laborer’s work equaled merely one tenth of that arising 
from an industrial laborer’s work. The noticeable gap in 
the relative income has become a great impetus pushing 
the peasants to flow from the agricultural sector, offering 
a lower relative income, to ‘he industrial sector, offering 
a higher relative income. On the one hand, this has 
driven a large quantity of production elements out of the 
land and resulted in a decline in agricultural production; 
on the other, due to the limited accumulation on the part 
of the peasants at the initial stage of industrialization, 
they can only enter the processing industry sector with a 
smaller organic component, and this has added to the 
burden on basic industries. Thus, the supply-demand 
gap for agricultural products has teen widened from the 
supply side while the supply-demand gap for basic indus- 
trial products has been widened from the demand side. 
These two gaps constitute one of the fundamental causes 
of the present rise in commodity prices. 
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Another important contributing factor to the rise in 
commodity prices is the loss of macroeconomic control. 
But the cause that has made the social aggregate demand 
exceed the aggregate supply by a wide margin over a long 
time is not the “cemand-pull inflation” resulting from 
the excessive issuance of money, but the “short-term 
behavioral” tendency prevailing among enterprises after 
the introduction of the market mechanism, which 
encourages them to spend a large quantity of their 
income on consumption. Whether the social reproduc- 
tion process can operate smoothly depends not only on 
the objective ratio of material needs between the two 
major sectors but also on society’s value distribution 
ratio. In an economy practicing public ownership, if the 
enterprise inclines toward consumption in value distri- 
bution, it will possibly lead to an unreasonable ratio of 
value distribution and finally a structure with excessive 
demand for consumption and insufficient input of pro- 
duction means. Statistical data show that the growth in 
investments in fixed assets made by enterprises under 
the ownership by the whole people in China decreased 
from the high level of 24.5 percent in 1985 to the low 
level of 14.3 percent in 1987. It Has even tended to zero 
in the first quarter of this year compared with the same 
period of last year, with the inflation factor taken into 
account. Meanwhile, the household consumption level 
has continued rising—an average increase of 15.3 per- 
cent was maintained from 1985 to 1987, but the first 
quarter of this year has witnessed a 21-percent increase 
in wage disbursements by banks compared with the same 
period last year. Certainly such a value distribution 
structure will gradually widen the gap between the aggre- 
gate supply and the aggregate demand, cause a loss of 
macroeconomic control, and thus lead to a continuous 
rising trend for prices. 


The loss of macroeconomic control and the structural 
imbalance interact with each other. The two “gaps” 
arising from the “dual structure” that cause the rise in 
prices are only factors on the supply side. Viewed from 
the demand side, it is the constantly increasing consump- 
tion demand that has given an impetus to the develop- 
ment of the processing industries that mainly produce 
consumer goods. As a result, the processing industries 
that are supposed to be oriented to long-term develop- 
ment have become more and more eager to seek short- 
term interests. So those lines of production that are 
oriented to short-term development have shown a still 
stronger desire for short-term interests while the ones 
that are supposed to be oriented to long-term develop- 
ment have failed to devote enough resources to long- 
term development. Such a distorted structure has more 
drastically widened the two gaps in the supply structure 
that cause the rise in prices. At the same time, the loss of 
macroeconomic control as a consequence of the irratio- 
nal microeconomic behavior of the enterprise has wid- 
ened the gap between the social aggregate supply and 
demand and constantly undermined agriculture and 


basic industries. Finally, due to the limited potential of 


these two major production sectors to ensure medium- 
and long-term support, the processing industries will 


in commodity prices. In the past few years, the money 
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than the actual money supply, and any attempt to tighten 
the money supply would immediately become a serious 
obstacle to the normal settlement of accounts between 
enterprises and finally force a loosening of money supply 
again. Therefore, inflation in today’s China not only 
bears the special characteristics of the Chinese economy 
but also those of the socialist economy. We will not be 
able to solve the problem concerning commodity prices 
if we fail to take these special characteristics into account 
and draw up a policy accordingly. 


ance, we must first of all increase investment in agricul- 
ture and basic industries. Under the present circum- 
stances, investment in these fields should mainly be 
borne by the state. In order to increase the staic’s 
capacity for readjusting the production structure, we 
may consider an increase in taxes on enterprises. How- 
ever, since a readjustment of the tax rate will involve 
much work and take a long time, we should first consider 
increasing financial revenues by the method of over- 
drafts or loans extended by banks to central financial 
departments. Through this method, the sta. _ will in fact 
accumulate funds for basic industries through inflation. 
Since the losses arising from inflation wiil mainly be 
borne by the public, this method will have such an effect 
that part of society’s demand for consumption will be 
transformed into accumulation. So this method is actu- 
ally to counteract the enterprise’s discrepancy in micro- 
economic distribution with the state’s discrepancy in 
macroeconomic distribution, with a view to achieving a 
reasonable ratio between accumulation and consump- 
tion, which is after all advantageous to social economic 
development. But inflation effected by the state should 
be confined within such a limit that society can with- 
stand, say, an annual price increase rate ranging between 
a percent. Neither a higher nor lower rate is 
sui . 


The policy of inflation is by no means a good policy for 
economic development. But, anyway, it is an option 
when the production structure badly needs a readjust- 
ment, social consumption badly needs to be inhibited, 
and no better regulatory means is readily available. At 
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present, our purpose in practicing an inflationary policy 
is different from that of the Western macroeconomic 
school in expanding demand and stimulating the econ- 
omy. We suggest this method with a view to inhibiting 
consumption, improving the structure, and finally mak- 
ing up the supply-demand gap relating to price increases. 
In brief, we are to “deal with inflation with the inflation- 

ary policy.” However, we must also be aware that 
inflation %s a “sword with two edges” which, if not 
properly used, may hurt us rather than help us eliminate 
obstacles in our way ahead. Therefore, we must not 
always rely on this policy. The ultimate solution to 
structural imbalance is to bring China’s economy onto 
the track of the export-oriented economy; straighten out 
through the “great international circle” the relations 
between the three major sectors, namely, agriculture, 
light industry, and heavy industry; and thus gradually 
mend the gap between agriculture, basic industries, and 
processing industries and keep down the price increase. 
To deal with problems concerning macroeconomic equi- 
librium, we must depend on reform of the enterprise's 
property system and establish a checks-and-balance 
mechanism regulating accumulation and consumption 
within the enterprise. We can imagine that the inflation- 
ary policy will be mainly used to promote the develop- 
ment of agriculture and basic industries in the next 5 
years and that efforts will be devoted to improving the 
macroeconomic proportion, maintaining a potential for 
steady development, and preventing serious stagnation 
of economic growth or economic decline. At the same 
time, we must start transforming ‘he enterprise’s micro- 
scopic basic structure. If initial succ *ss is achieved in the 
enterprise reform in 5 years, then \he demand on pro- 
cessing industries will decrease as a result of curtailed 
consumption, and the price increas: due to loss of 
macroeconomic control and structural imbalance will 
also be brought under control. Such being the case, we 
will be able to give up the inflationary policy and let the 
high commodity price level fall steadily. 


Price increases that take place in the wake of economic 
growth will not cause any loss but redistribution of the 
aggregate wealth of society. The primary distribution 
takes place in the material production sector. Since the 
enterprise and peasants can take the initiative in raising 
prices and increasing consumption, they can make up 
their losses due to price increases and their profits 
arising from economic growth will not be infringed 
upon. However, since functionaries and intellectuals 
engaging in educational and cultural undertakings who 
earn their income from financial redistribution, as well 
as some retired people, are in a passive position with 
regard to price increases, the losses arising from price 
increases will mainly be borne by them. In order to 
increase the public’s capacity to withstand the pressure 
and to compensate functionaries for their losses due to 
price increases, part of the funds that the state financial 
organ collects through inflation should be used to effect 
a pay raise for functionaries so as to partly counteract the 
harmful influence of the unreasonable structure of 
income distribution. 
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Price increases are merely a superficial phenomenon, 
while the economic operational mechanism as a real 
being plays the decisive role. If the mechanism that 
Causes price increases cannot be eliminated, then any 
practice to inhibit commodity pnces from nsing will 
lead to jusi the opposite. If we use the inflationary policy 
as a short-term means and, at the same time. work out a 
correct strategy for long-term development and a strat- 
egy for reform, it will be possible for China to extricate 
itself from the predicament of long-standing excessive 
price increases. One of our favorable conditions is that 
vur potential for economic growth is still considerable, 
so long as appropriate measures are taken. To be sure, 
the measures of readjustment and reform may infringe 
upon some people’s interests. However, since the econ- 
omy will be growing, the majority of people will gain real 
benefits. Therefore, society as a whole still has a great 
Capacity to withstand relative drastic increases in com- 
modity prices and a radical reformatory policy. How- 
ever, if we waver or hesitate in face of the present 
economic problems, then the strong effect of readjust- 
ment and the acuteness of the contradictions will greatly 
increase once the economy registers stagnation or nega- 
tive growth and the macroeconomic and structural read- 
justment needs to be effected at the expense of the 
interests of the majority of people. The present excessive 
increase in commodity prices has exposed some prob- 
lems of serious disorder in China’s economic operational 
mechanism. This requires that we work out a major 
strategy on readjustment, reform, and development as 
soon as possible. 


‘Panic’ Marks Buying Before Price Increase 
HK2707052388 Hong Kong SOUTH CHINA 
MORNING POST in English 27 Jul 88 p 1 


[By Seth Faison in Beijing] 


[Text] Panic buying for liquor and cigarettes hit Beijing 
yesterday as shoppers crowded stores in anticipation of 
price hikes later this week. 


By mid-afternoon, the Beitaipingzhuang food store in 
northwest Beijing had sold more than 600 crates of 
liquor—40 times its daily average. 


““We knew a lot of people would be coming, but we never 
thought it would be like this,” said an exhausted store 
manager Ms Liu Qing. Cigarette sales were not so 
frantic, she said, but also above average. 


At the Yanshan food store two kilometres away, liquor 
sales were triple the daily average, a sales clerk said, 
while cigarette sales were just under double the normal 
rate. 


Apart from the lifting of price controls for selected 
top-brand domestic cigarettes and liquor—expected to 
send prices soaring by as much as 500 percent in some 
cases—the cost of less popular brands will be raised by 
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between 20 percent and 4 percent tomorrow. The NEW 
CHINA NEWS AGENCY onginally reported that the 
changes would come into effect yesterday. 


A typical pack of Da Qianmen cigarettes, selling yester- 
day in Ms Liu’s store for 0.52 yuan (HK$1), will cost 
0.70 yuan (HK$1.50) from tomorrow. A bottle of Er Shu 
maotai-type liquor will rise from 1.80 yuan (HK3.80) to 
2.05 yuan (HK$4.30). 


Prices for beer will also rise an average of 0.60 yuan 
(HK$!.25) per can. The well-known brand of Tsingtao 
will go up 0.40 yuan (80 HK cents) per bottle. 


Top-brand cigarettes and liquor have long been avaiiable 
only on the black market at wildly inflated prices. 


Officiais have said that the huge jump in prices following 
the lifting of price controls on | 3 top brands of cigarettes 
and as many liquor labels, would hurt only those who 
had been involved in illegal speculation, since actual 
buying prices are expected to stay the same. 


The official price for Zhonghua brand cigareties, for 
example, has been 1.80 yuan (HK$3.80), aithough they 
were sold on the black market for about seven yuan 
(HK$14.70). Planners hope that without price controls, 
such cigarettes will now sell legally for the same price, 
undermining the black market. 


State Price bureau official Mr Li Keding said it was 
hoped the new prices would actually bring these products 
into stores for the first time. Mr Li described yesterday's 
high-volume sales as a natural response to the price rises. 


“After tomorrow things will calm down. People are 
slowly getting used to the idea of price increases. It’s not 
as wild it used to be,” Mr Li said. 


Earlier this year, panic buying struck several Chinese 
cities as rumours circulated about imminent price hikes 
for many items. Even the news that the cost of matches 
would go from two fen to three fen set off a wave of 
buying that left stores without matches for weeks. Most 
ordinary Chinese, however, remain sceptical of the Gov- 
ernment’s ability to eliminate the cigarette back market 
in one move. 


“That will never change. As long as there are controls on 
some prices, there will be a way to take advantage of 
them,” said a store clerk in the Friendship Hotel. 


Stanley Leung reports from Shenzhen that black marke- 
teers were out in force yesterday to snatch up duty-free 
cigarettes brought across the border from Hong Kong. 
Tourists stepping out of the customs complea of the 
Lowu border checkpoint were approached by more than 
20 local dealers who offered to buy cigarettes at a higher 
black market price. Even if prices of imported cigarettes 
were not raised, the dealers would have made a good 
profit. 
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One dealer offered 100 renminbi to buy 10 packs of 
Marlboro which could be obtained for HK$58 only at 
the duty free shop. The market price is about HK$77. 
Some tourists who intended to sell the cheap cigarettes 
for a profit asked the dealers for a higher price such as 
300 Renminbi for 20 packs. 


The public security officials guarding the checkpoint 
seemed to turn a blind eye to these activities. Some were 
seen chatting with the dealers following the transactions. 


Almost all consumers interviewed said they had not 
heard the announcement about price increases. And, 
most shopkeepers and consumers in Shenzhen claimed 
to be unaware of the State Council's decision to allow the 
price of 13 brands of liquor and cigarettes to float. 


Officials of some major department stores said they had 
learned about the decision but had yet to receive further 
instruction on when, and by how many percent, the 
prices would go up. An official of China’s Friendship 
Trade Centre said prices of all imported cigarettes as well 
as local brands would be increased “shortly.” 


Daily Blames for Price Hikes 
OW2707043388 Beijing XINHUA in English 
0151 GMT 27 Jul 88 


{Text} Beijing, July 27 (XINHUA)}—Business firms run 
by government organizations are mushrooming in China 
and many of them are profiteering in commodities in 
short supply. 


Today’s “ECONOMIC DAILY” attributed the recent 
spiralling price hikes of materials such as petroleum and 
steel products to profiteering by such companies. 


China’s “company craze” started in 1985 when 300,000 
business firms of various kinds were registered nationwide. 


Governmental screening reduced the number to 180,000 
in mid-1986. However, the number then went up to 
360,000 in less than one year, and the craze is gaining 
momentum. 


Taking Beijing for example, by the end of May this year 
723 new companies had been set up in less than five 
months. During this period, 86 national business firms 
were registered in the names of central governmental 


departments, said the paper. 


Of these 360,000 companies, 250,000 are involved in 
sale or resale of production materials or commodities in 
short supply. 


Such companies take advantage of their control over the 
distribution of materials and funds to resell at a profit 
automobiles, steel products, petroleum, chemical fertil- 
izers, timber and nonferrous metals. 
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They profit from disparities between the state-fixed and 
market prices. 


AS a consequence, factories are victimized by such 
profiteering and they have to pay exorbitant prices for 
materials in order to sustain production. 


The Shijiazhuang Tractor Plant in Hebei Province needs 
2,000 tons of steel plate annually. This year the price of 
steel plate rocketed from |,600 yuan per ton in February 
to 3,700 yuan in June, so the plant faces a bill for an 
extra eight million yuan for the plate. “Our annual profit 
is One million yuan. Where can we get the other seven 
million yuan?” Its deputy d.ector complained. 


In 1987 and the first half of 1988, the State uncovered 95 
major cases of speculation in production materials, and 
58 of them involved government departments in charge 
of materials supply, the paper said. 


“Only by removing these tumors from the national 
economy can the price reform benefit the state and the 


Article Discusses Piece-Work, Quota Wage Systems 
HK2607 154988 Beijing GUANGMING RIBAO 
in Chinese 16 Jul 88 p 3 


[Article by Xiao Liang (2556 0081): “On Piece-Work 
and Quota Wage Systems” 


{Text} In order to raise labor productivity and increase 
social benefits and economi:c results, it is necessary to 
implement the piece-work and quota wage systems in 
enterprises. Since people still have some incorrect views 
about piece-work wages, it is necessary for us to make a 
comprehensive appraisal of the merits and demerits of 
the piece-work wage system. 


Piece-Work Wages and Quota Wages Are in Essence 
Compensation According to the Amount of Work Done 
by the Workers [subhead] 


As one of the basic forms of labor compensation, piece- 
work wages, or wages paid according to the amount of 
work done by the workers, has existed in capitalist 
society for a long time and even existed before the 
Capitalist society came into being. The Taylor System, 
which was experimented with and implemented at the 
end of the 19th century and the beginning of the 20th 
century, was in essence a system of paying different 
wages to workers doing different amounts of work. 


According to Marx, piece-work wages “are the real fount 
of the capitalist way of cheating and embezzling wages.” 
but on the other hand, piece-work wages can “push 
forward the development of the individual character of 
the workers, the development of the spirit of freedom 
and independence among the workers, and the develop- 
ment of the self-supervisory ability of the workers” 


surplus labor of the workers comes from the people and 


returns to the people. Under such circumstances, paying 
wages does not mean exploitation. It 


means that those who fulfill the work quotas are paid full 
wages, those who overfulfill the work quotas are paic' 
Over-quota wages; and those who fail to fulfill the wor« 
quotas are paid less. Therefore, we can say that piece- 


the quota wages are paid according to the work quotas 
fulfilled by the workers. 


Under the socialist system, especially during the initial 
stage of socialism, it is still impossible for all the people 
to work consciously for society. So, it is quite logical for 
us to implement the piece-work and quota-wage systems 
at present. The time wages and the piece-work wages are 
two basic forms of wages while the quota wages is the 


embodiment of both the time and piece-work wages. 
These forms of wages have no class nature. They can be 
adopted under both the capitalist system and the social- 
ist system. 
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Piece-Work Wages Can Better Embody the Principle of 
Distnbution According to Work [subhead] 


If we make a comparison between time and piece-work 
wages, we will find that time wages are widely app zable 
and can be implemented in any trade and profession 
under any production and technological conditions 
whereas the implementation of the piece-work wages is 
restricted by whether or not the production task is 
enough and normal and whether or not a rational work 
quota can be set. Therefore, the piece-work wages can 
be applied to a limited extent. However, compared 
time wages, the piece-work wages can better 
the principle of distribution according to work. 
the piece-work wages are imple- 
id according to the work quotas 


amount of work done by an individ- 
become the basis on which an individual is 
economic relations between the individuals, 
iety, and the collectives arr directly and clearly 
through the implement.tion of piece-work 
wages. However, when the time wages re implemented, 
it will be difficult to realize ““equal amwunt of remuner- 
ation to equal amount of work”: the principle of distn- 
bution according to work will be violated; and we will 
turn to practice egalitarianism characterized by “eating 
from the same big pot.” 

However, some of the documents issued by the central 
authorities have repeatedly stressed that “it is necessary 
to rely mainly on spiritual encouragement while making 
piece-work wages subsidiary” and that “it is generally 
necessary to implement the collective piece-work wages 
in units where the piece-work wage system is imple- 
mented.” Why have these documents failed to say that it 
is necessary to implement piece-work wages in units 
where the piece-work wage system can be implemented 
and that it is necessary to implement the individual 
piece-work wages wherever implementable? In my view, 
these documents do not firmly support the implementa- 
tion of the principle of distribution according to work. 


It is true that we should advocate the communist spirit 
and work style. The building of the spiritual civilization 
is in essence aimed at giving people an ideal and a hope. 
However, spirit cannot replace material things and can 
only be established on the material basis. Therefore, 
making material encouragement secondary and subsid- 
‘ary is to violate materialisr:. If we regard material 
encouragement as a subsidiary measure, then it is self- 
contradictory to regard wages as an economic lever and 
an economic measure. 


Wages are just a form of distributing consumer goods. 
Whether a distribution form is good or not depends on 
whether it can push forward the development of the 
productive forces. The distribution form that can greatly 
push forward the development of the productive forces is 
the best distribution form. According to this view, under 
the socialist system, the best distribution form is distri- 
bution according to work; the best vage system is the 
piece-work wage system and the quota wage system. 
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Piece-Work Wages and Quota Wages Can Be Imple- 
mented on a Large Scale [subhead] 


At present, two ideological obstacles hindering the 
implementation of the piece-work wages are: |. Some 
people fear that the implementation of the system will 
greatly increase the incomes of the staff and workers, 
which will in turn cause consumption to expand, place 
consumption funds out of control, and cause commodity 
prices to go up. 2. Some people think that in a highly 
socialized commodity economy, it is impossible for 
individuals to provide products to society and thus it is 
difficult to implement the piece-work wage system. So 
the piece-work wages should only be implemented on a 
limited scale. In my view, both of these views are 
untenable. 


First, I would like to comment on the view that the 
implementation of piece-work wages will cause con- 
sumption funds to get out of control. It is true that the 
implementation of piece-work wages can arouse the 
enthusiasm of the broad masses of staff and workers and 
increase the incomes of the staff and workers. However, 
an increase in the wages of the staff and workers will be 
determined by whether or not the work quotas are 
rational. If work quotas are set too low and the unit 
prices are set too high, the workers can easily overfulfill 
their work quotas and earn high incomes. If rational 
work quotas are set, the majority of the workers can 
fulfill their work quotas. However, if the workers want to 
overfulfill their work quotas, they have to work harder. 
Under such circumstances, although the workers’ 
incomes can be increased, it is impossible to increase 
them by a big margin. This is because the increase in the 
workers’ wages is determined by the increase in the 
number of products produced by the workers. Since an 
increase in workers’ wages also means an increase in the 
work done by the workers and an increase in the number 
of products produced by the workers, an increase in the 
workers’ wages is, therefore, based on a sound material 
basis. How can an increase in the workers’ wages put 
consumption funds out of control and cause prices to 20 
up? I think these worries are unnecessary. 


With regard to the view that in a highly socialized 
commodity economy it is impossible for individuals to 
provide products to society, the principle of distribution 
according to work can only be implemented in the 
collectives, and the piece-work wages can only be imple- 
mented in a limited scope, I do not think that such a view 
is completely true to facts. In the existing industrial 
enterprises of our country, only some 12 percent of the 
_total number of workers are paid piece-work wages. 
However, in 1957 the number of workers paid piece- 
work wages accounted for 60 percent of the total number 
of workers in our country’s enterprises. Over the past few 
years, the technological standard of our country’s indus- 
trial enterprises has been greatly raised, but only a small 
number of our country’s industrial enterprises are now 
able to carry out automatic and continuous production. 
The majority of our country’s enterprises still count the 
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work of the workers according to the number of products 
produced by the workers. Although the workers cannot 
directly provide products to society, they can be paid 
according to the amount of work they do. Even in the 
capitalist countries where socialized productions have 
been highly developed, piece-work wages are still one of 
the basic forms of wages. Moreover, as | have already 
mentioned, piece-work wages can take various forms. If 
we cannot implement individual piece-work wages, we 
should try to implement collective piece-work wages. If 
we cannot implement piece-work wages, we should try to 
implement quota wages. 


In a word, in order to implement the piece-work wages 
and the quota wages, we should first realize an ideolog- 
ical transformation. At the same time, we should try our 
best to rationally set work quotas. We should combine 
the implementation of the piece-work wages and the 
quota wages with the implementation of the contract 
system so as to “link the total amount of wages with the 
economic results of the enterprises.” 


Zhang Yanning on Implementing Rules 
OW 2607123488 Beijing XINHUA in English 


1015 GMT 26 Jul 88 


[Text] Beijing, July 26 (XINHUA)}—China will firmly 
stick to and begin to implement its established bank- 
ruptcy regulations which govern enterprises that have a 
long track record of losses owing to poor management. 


Speaking at a recent meeting in Beijing on how to carry 
out the bankruptcy law and the law for state-owned 
industrial enterprises, Zhang Yanning, vice-minister of 
the State Commission for Restructuring the Economy, 
today warned enterprises that are facing great losses. 


According to official sources, more than 7,000 enter- 
prises, or one-fifth of the total industrial enterprises 
within the state budget, are still suffering from losses. 
These enterprises have amassed a combined debt of 2.6 
billion yuan a year. Finding a means to prevent such a 
great loss is one of the toughest problems that urgently 
needs to be solved in the current economic reforms. 


““We can no longer bear to see the existence of enterprises 
with long-term debts. The government will no longer 
protect such poorly-managed enterprises,” Zhang said. 


Th as been interpreted as a clear warning to such 
enterprises to clean up their acts. 


China will start to implement the law for state-owned 
industrial enterprises on the first day of next month, while 
the bankruptcy law will go into effect in November. 
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Commentator Stresses Rural Enierprises’ Exports 
HK2707073388 Beijing JINGJI CANKAO 
in Chinese 19 Jul 88 p | 


— gt $ article: “Creating a New —— of 
ownship Town ae ae Earning 
~~ FH While ng Congratulations”) 


[Text] The exports and foreign exchange carnings of 
township and town enterprises in the whole country 
continue to maintain a good situation. Statistics show 
that the volume of export goods produced and delivered 
by township and town en in 1987 increased by 
62.8 percent over that in 1986. In the first half of 1988, 
this again increased by about $0 percent over the same 

iod of 1987. The township and town enterprises 
which made outstanding achievements in producing 
good-quality and large-quantity goods for export and in 
developing new products for export have won various 
awards in the activity of electing the best township and 
town enterprises jointly sponsored by the Ministry of 
Agriculture, the Ministry of F Economic Relations 
and Trade, JINGJI CANKAO of the XINHUA NEWS 
AGENCY, GUOJI SHANGBAO, and ZHONGGUO 
XIANGZHEN QIYE BAO (CHINA TOWNSHIP AND 
TOWN ENTERPRISES’ JOURNAL]. 


Our tradition is to examine the shortcomings after 
winning a victory. When we warmly congratulate the 
victories, we also need to think calmly and make con- 
tinuing efforts to open a new situation in expanding 


exports and increasing foreign exchange earnings. 


It is never smooth for township and town enterprises to 
expand their overseas business. At present, we are not 
only facing opportunities, but are also facing stern chal- 
lenges. There are both advantages and disadvantages. 
We should fully realize and make use of the advantages 
so as to boost our morale and make advances. At the 
same time, we should also seriously analyze and deal 
with the disadvantages so as to overcome and surmount 
them. Only thus can we hold an invincible position in the 
international market competition. 
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enterprises, are facing precisely such an unfavorable inter- 
national economic environment when they are trying to 


develop an export-oriented production structure. 


Aside from the unfavorable factors in the international 
economic environment, there are also unfavorable inter- 
nal factors in our enterprises. Therefore, we must make 
great efforts to improve the quality of our township and 
town enterprises in an overall way, deepen reforms in 
these enterprises, and solve some fundamental issues in 
these enterprises. 


First, we must perfect the enterprise management sys- 
tem. The property mght in the township and town 


workers. Household enterprises and pertnerthip enter 


Council's “Interim Regulations on Private Enterprises.” 


Second, we must conduct intcasive operation and prac- 
tice the scale economy. This is a path that township and 
town enterprises must take to realize modernization. In 
the whole country, there are now more than 15 milhon 
ae aan Geos 


of assets, and will be conducive to 
extensive gathering of funds for resources development. 
With the combination of various production factors 
being improved, enterprise operation scale can be 
enlarged to an appropriate degree and more reasonable 


| 
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economic yields can be achieved. Localities with neces- 
sary conditions can also plan to build some industrial 
development zones and attract enterprises of a certain 
scale to the industrial development zones. This will 
make the distribution of township and town enterprises 
more reasonable, gradually realize the objective of 
urbanizing the environment for township and town 
enterprises, improve their external infrastructural facili- 
ties and circulation conditions, lower their production 
costs and trade costs, and raise their competitive power 
in domestic and international markets. 


Third, we must go all out to make technological progress. 
Al present, the township and town enterprises in the 
whole country have more than 100 billion yuan of fixed 
assets, and this is a valuable material foundation for 
their continuing development. However, we must not 
neglect the fact that the equipment and technology in 
many enterprises are outmoded and backward. Hence- 
forth, technological progress must be placed in an impor- 
tant position, because advanced technology is a major 
factor for markedly raising productivity, and investment 
in technology can yield the greatest returns. The future 
existence and development of township and town enter- 


prises depend on their technological progress. Through 
ng technological progress, they car 
expenses of human labor and materials in production 
and can produce more high-quality products at lower 
costs to meet the needs in domestic and international 


Fourth, we must improve enterprise management, 
enhance product quality, and upgrade the export prod- 
ucts. This is the primary objective of the township and 
town enterprises to improve their management. This 


strengthened. 
must be produced strictly in light of the state standards 
or international standards. It is necessary to establish a 
quality control and testing system and improve the 


existing marketing networks of the foreign businessmen. 
it 1s hard for us to increase our exports. 
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consolidate and develop their position that they have 
won in the intense competition in international markets 
$O as tO Open a new situation in expanding exports and 
increasing foreign exchange earnings. 


County Level Economic Reform Shows Good Results 
OW 2607120788 Beijing XINHUA in English 
0643 GMT 26 Jul 88 


(Text) Hefei, July 26 (XINHUA)—As part of China’s 
economic reform, readjustment of the economic struc- 
ture at the county level has proved effective in improving 
economic performance. 


The restructuring, mainly featuring the delegation of 
more economic power to county governments, since 
1984 has been experimented with in a selected number 
of counties in Liaoning, Jiangsu, Anhui, Sichuan and 
Shandong Provinces. 


Finance, taxation, economic planning, foreign trade, ard 
labor and personnel management are included in the 
new restructuring. 


For three decades after New China was founded in 1949 
China pursued an excessively centralized economy. 
Facts showed that this restrained the initiative of local 
governments. 


Asa result, the powers of county governments to regulate 
economic activities were very weak, and 80 percent of 
China’s more than 2,000 counties had to rely on finan- 
cial subsidies from the state. 


To change this situation, “It is imperative to step up and 
deepen the economic restructuring at the county level,” 
according to an official from the State Commission for 
Restructuring the Economy. 


In China. a county 1s a relatively independent regional 
economic entity which administers agriculture, industry, 
commerce and finance. The present reform is aimed at 
making the county economy stronger. 


In 1985, Anhui Province selected one-third of its 66 
counties to carry out the reform. 


“The restructuring has achieved remarkable results in 
Anhui in the past three years,” according to Hong 
Xinzhong, deputy director of the office in charge of 
Anhui Province’s economic restructuring. 


During the period, the selected experimental counties 
achieved an average annual increase in industrial and 

output value of 15.9 percent; yearly revenue, 
17.4 percent, grain production, 2.4 percent, and peas- 
ants’ income, 9.23 percent. These figures show increases 
of 2.1, 8.3, 1.1, and one percent, respectively, over the 
figures from other counties, which still stick to the old 
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For example, Fanchang County on the southern bank of 
the Yangtze River in Anhui had to get a subsidy of 
540,000 yuan every year from the provincial government 
before 1984. 


After the restructuring was introduced the county gov- 
ernment had the power to readjust its industrial struc- 
ture by putting more effort into developing rural indus- 
try and into forming its own development plan in 
accordance with its own conditions. 


In 1985 the county not only needed no subsidy, but 
raised additional income of 910,000 yuan froom its own 
economic efforts. 


Fanchang magistrate Gu Jigen said, “The restructuring 
has injected vitality into the county’s economy.” 


“Now, the county government enjoys more decision- 
making power. This is conducive to our working out an 
economic development plan in line with the actual 
conditions of the county,” he added. 


He said, “The development of the county’s economy as 
a whole has also brought about more substantial material 
benefits for the farmers.” 


Last year the county government allocated 400,000 yuan 
to develop education. of the Caicun Village 
party branch Wang Yongchang told XINHUA that the 
village last year earned more than one million yuan from 
mining and spent more than 10,000 yuan building a 
kindergarten. 


150,000 Hunan Workers Employed in 
HK2607153988 Beijing RENMIN RIBAO 
in Chinese 22 Jul 88 p 2 


{“Special” XINHUA report for RENMIN RIBAO by 
XINHUA t Yang Shanqging (2799 0810 
3237): “More Than 150,000 Rural Laborers From 
Hunan Seek Jobs in Guangdong, Promoting Economic 
Development in Both Provinces”’} 


[Text] More than 150,000 surplus rural laborers in 
Hunan Province have gone to Guangdong to engage in 
various trades and professions, such as industry, crop 
farming, aquiculture, and trade. This has regulated labor 
supply and demand in both provinces and yielded satis- 


Since Guangdong Province conducted reform and 
opened up to the outside world, its production has 
developed so rapidly that it has been seriously short of 
labor. In the rural areas of neighboring Hunan Province, 
there are about 8 million surplus laborers. Since both 
provinces are linked by common mountains and rivers 
and have a good transport service, it is advantageous to 
both parties and is only natural that they should regulate 
labor supply and demand. To encourage rurai laborers to 
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go south, Hunan Province has adopted many preferen- 
tial policies and support measures, such as promising 
them that their contracted cultivated land, mountain 
forests, and fish ponds will not be withdrawn and that 
charges will not be collected from them from one level to 
another, and they have been provided transport and 
communication facilities. The provincial government 
has also sent an investigative team to Guangdong to 
solicit the views and demands of those working in 
Guangdong and to study how to serve them more 
satisfactorily. 


The practice of regulating labor supply and demand 
between both provinces has yielded good results benefi- 
cial to the state, the people, and both provinces. 


—It has made up for the labor deficiencies in Guang- 
dong and supported Guangdong’s economic construc- 
tion. Take as an example Dongguan County, which 
employees many laborers from Hunan. In 1986 the 
laborers from other localities created 700 million yuan of 
labor value. Apart from the 300 million yuan in wages 
which the laborers took away, Dongguan received 400 
million yuan. 


—It has opened up a way for Hunan’s rural areas to get 
rich. Those engaging in labor services in Guangdong 
have a higher income than those working in Hunan, 
generally by more than 100 percent. It is estimated that 
those working in Guangdong send home about 130 
million yuan in cash a year. 


—Those engaging in labor services in other places have 
broadened their vision and enhanced their abilities. This 
is conducive to improving the quality of Hunan’s peas- 
ants. Many people have erhanced their concepts of 
commodities, expanded economic links with other local- 
ities, and learned advanced production techniques and 
managerial abilities. After returning to their native 
places, some able persons have taken the lead in carrying 
out commodity production and some have become mas- 
ter workers, passing on new techniques and teaching 
apprentices. 


—The relevant departments in Hunn hold that export- 
ing labor to Guangdong has yielded marked results. In 
the future, it is necessary to strengthen management, 
conduct professional training, improve cultural and 
technical quality, and step up education in law and 
discipline so as to suit the needs of the labor market in 
Guangdong and other coastal areas more satisfactorily. 


Decree on Labor Protection for Women 
OW 2607135788 Beijing Domestic Service in Chinese 
0531 GMT 25 Jul 88 


[Text] Beijing, 25 Jul (XINHUA)}—No 9 Decree of the 
State Council of the Pcople’s Republic of China 
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The “Regulations Governing Labor Protection for 
Women Staff Members and Workers” were adopted at 
the 11th Executive Meeting of the State Council on 28 
June 1988 and are hereby promulgated for implementa- 
tion starting | September 1988. 


Premier of the State Council Li Peng 
21 July 1988 


Regulations Released 
OW2707031788 Beijing Domestic Service in Chinese 
0629 GMT 25 Jul 88 


[Text] Beijing, 25 Jul (XINHUA)—Regulations Govern- 
ing Labor Protection for Female Staff Members and 
orkers 


Article 1. These regulations are formulated to protect 
legitimate rights of female staff members and workers, 
reduce and solve special difficulties encountered in labor 
and work (subsequently referred to as labor) by female 
staff members and workers due to their physiological 
characteristics, protect their health, and contribute to the 
building of socialist modernization. 


Article 2. These regulations will be applicable to female 
staff members and workers of all state organizations, 
mass Organizations, enterprises and institutions (subse- 
quently referred to as units) within the boundary of the 
People’s Republic of China. 


Article 3. All those units which can be served by women 
must not reject the employment of female staff members 
and workers. 


‘.rticle 4. It is not permitted to reduce the basic wage of 
female staff members and workers or cancel their labor 
contracts during their period of pregnancy, delivery, and 
breast-feeding. 


Article 5. It is not permitted to assign female staff 
members and workers to engage in underground mining 
work or other work with a labor intensity of fourth grade 
as stipulated by the state or certain labor which female 
staff members and workers are forbidden to do. 


Article 6. During the menstrual period of female staff 
members and workers, units to which they belong must 
not assign them to work at high altitude, in places with 
low temperature, in cold water, or on jobs with a labor 
intensity of third grade, as stipulated by the state. 


Article 7. During the pregnancy of female staff members 
and workers, units to which they belong must not assign 
them to work on jobs with a labor intensity of third grade 
as stipulated by the state or other labor which should not 
be done during pregnancy. Their working time must not 
be extended beyond their normal working hours. Those 
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who are unable to perform their original labor should be 
allowed to reduce their workload or be assigned to other 
work in accordance with the certificate issued by a 
medical department. 


Various units generally must not assign female staff 
members and workers who have been pregnant for 7 or 
more months to work night shift and should make 
arrangements for rest during their work. 


Pregnant female staff members and workers may take an 
antenatal examination during working hours and the 
time should be considered as their working hours. 


Article 8. The period of maternity leave for female staff 
members and workers shall be 90 days. Of which 15 days 
are leave prior to delivery. Those who have difficult 
labor should be given 15 additional days of leave. Those 
who give birth to twins, triplets, or more shall be given 
15 additional days of leave for each additional baby. 


Female staff members and workers who have a miscar- 
riage shall be given a certain period of leave according to 
the certificate issued by a medical department. 


Article 9. Female staff members and workers with a baby 
of less than | year old shall be allowed by the units to 
which they belong to breast-feed their babies (or feed 
their babies with milk or formula) twice, 30 minutes each 
time, during their working shift. Those who have twins 
or more babies shall be given 30 additional minutes for 
each additional baby each time. The two feeding times 
may be combined by female staff members and workers 
during their working shift. The feeding time and travel- 
ling time within their respective units shall be considered 
as working time. 


Article 10. During their breast-feeding period, various 
units must not assign female staff members and workers 
to work on jobs with a labor intensity of third grade as 
stipulated by the state or other labor which should not be 
done during the breast-feeding period. During this 
period, the working hours of those female staff members 
and workers shall not be extended and generally they 
should not be assigned to work night shift. 


Article 11. Those units having a relatively iarge number 
of female staff members and workers should, according 
to related regulations of the state, gradually establish 
health clinics, restrooms for pregnant women, breast- 
feeding rooms, child care centers, and kindergarten run 
by themselves or jointly. They should pay attention to 
properly solving difficulties of female staff members and 
workers in physiological hygiene, breast-feeding, and 
caring for babies. 


Article 12. If their legitimate labor protection benefits 
are infringed, female staff members and workers should 
have the right to appeal to the responsible department of 
their respective units or to the local labor department. 
The department which handles the appeal should make a 
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decision within 30 days of receipt of a letter of appeal. If 
female staff members and workers are not satisfied with 
the decision made by the department concerned, they 
may appeal to the people’s court within 15 days of 
receiving a notice on the decision. 


Article 13. Responsible people of departments violating 
these regulations and infringing upon labor protection 
rights of female staff members and workers and those 
who are directly responsible for such infringement shall 
be given administrative punishment by the higher unit ir. 
charge of those departments according to the situation. 
The departments concerned shall be ordered to give 
reasonable economic compensations to staff members 
and workers whose rights were infringed. The judicial 
organizations shall investigate and affix responsibility 
for incidents which constitute crimes. 


Article 14. Labor departments at various levels are 
responsible for inspecting the implementation of these 
regulations. 


Public health departments, trade unions and women’s 
federations at various levels should have the right to 
supervise the implementation of these regulations. 


Article 15. Labor protection for female staff members 
and workers who violate state regulations on family 
planning will follow state regulations governing family 
planning, and these regulations will not be applicable to 
those who violate state regulations on family planning. 


Article 16. The scope of labor, which should not be 
performed by female staff members and workers due to 
their physiological characteristics, shall be determined 
by the Ministry of Labor. 


Article 17. People’s governments of various provinces, 
autonomous regions and municipalities directly under 
the jurisdiction of the State Council may formulate 
specific methods for implementation according to these 
regulations. 


Article 18. The Ministry of Labor shall be responsible for 
the explanation of these regulations. 


Article 19. These regulations will come into force on | 
September 1988. The stipulations pas = 
treatment in childbirth for female workers and 
members according to the “Regulations yd. 
Labor Insurance of the People’s Republic of China,” 
revised and promulgated by the Government Adminis- 
trative Council of the central people's government of the 
People’s Republic of China on 2 January 1953, and the 
“Circular of the State Council on Female Workers’ 
Maternity Leave,” dated 26 April 1955, are both hereby 
rescinded. 
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Pian To Improve T: 
HK2707015488 Beijing CHINA DAILY 
in English 27 Jul 88 p 1 


[By staff reporter Ma Lixin} 


[Text] China expects to have 16.26 million telephone 
lines in the next two years under a plan to improve 
telecommunications with the rest of the world. 


This year, 700,000 programme-controlled telephone 
lines are scheduled to be installed, officials from the 
Ministry of Post and Telecommunications said yester- 
day. 


According to the officials, operations to build 550,000 
telephone lines have already begun. 


Zhu Gaofeng, Vice-Minister of the Ministry of Post and 
Telecommunications, said that the nation’s telecommu- 
nications had gone through the fastest changes yet during 
the past three years, especially in the coastal areas. 


He said that the changes are mostly reflected in the 
improvements in the automation of phones and tele- 


grams. 


China's policy to place the development of telecommu- 
nications as a priority of the national industrial and 
social development has boosted the application of mod- 
ern equipment and high technology to change the 
nation’s generally backward situation in this area. 


The international direct dialling service stationed in two 
major cities—Beijing and Shanghai—is now able to link 
more than 300 Chinese cities with the rest of the world, 
Zhu said. 


The campaign to update the country’s telecommunica- 
tions started three years ago. 


Since 1985, telecommunications officials in China have 
begun to take bold steps to introduce advanced interna- 
tional technology, which is the first time the country has 
launched a large-scale improvement campaign in the 
problem-plagued field. 


In the three years, China has installed 900,000 foreign- 
and domestically-made programme-controlled civilian 
phone lines, accounting for about 20 percent of the total 
urban phone lines in the nation, officials from the 
ministry said. 


At present, the country claims to have more than 3,000 
kilometres of optical-fibre lines, and in big cities basi- 
cally all telecommunications are digitalized. 
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The international automatic telephone bureaux in Beij- 
ing and Shanghai, which have been using domestic 
telecommunications satellite operations since 1985, 
joined the country’s provincial capitals and coastal cities 
in links with world automatic telephone networks. 


Foreign business people in China used to complain 
about the bad phone links with the outside world but 
now they enjoy a much better service. 


One of the factors in changing the technical structure of 
telecommunications is to popularize China's scientific 
and technical research achievements, officials said. 


The establishment of a nationwide automatic civilian 
telegram switching network and a telex system linking 
more than 20 major cities is the result of the application 
of new technology. 


In the past three years, research institutions and univer- 
sities of telecommunications have been playing an active 
role in developing new technology and they have been 
successful in 754 projects, according to officials. 


Among them, 581 new technical innovations, about 74 
percent of the research achievements, have been appllied 
to actual work. 


Major Scientific Achievements Made by 1987 
OW2607123088 Beijing XINHUA in English 
0931 GMT 26 Jul 88 


ley Beijiug, July 26 (XINHUA)—Chinese scientists 

had made 640 major scientific achievements by 1987 as 
part of the state scientific development program for the 
Seventh Five-Year Plan (1986-1990). 


Figures released by the State Statistics Bureau show that 
300 achievements, or 45 percent of the total, involved 


development in high technology. 


Some of the 640 scientific achievements have been 
applied to industrial enterprises and farming methods. A 
total of 40.38 million yuan worth of economic benefits 
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were generated by application of 53 achievements in 423 
industrial enterprises, while 1.81 billion yuan worth of 
economic benefits were produced by application of 18 
achievements in the field of farming. 


In addition, a total of 104,000 scientists and technicians, 
compared with 46,000 in 1986, were involved in the 
state scientific development program, according to the 
State Statistics Bureau. 


Governors Promote Environmental Protection 
OW2607110288 Beijing XINHUA in English 
0802 GMT 26 Jul 88 


[Text] Beijing, July 26 (XINHUA)}—Top leaders of 
Anhui, Jiangxi and Liaoning Provinces and the Xinjiang 
Uygur Autonomous Region are calling for more efforts 
in environment protection, today’s “CHINA ENVI- 
RONMENTAL JOURNAL” reported. 


Ren Longnian, deputy governor of east China’s Anhui 
Province, said, “The Anhui provincial government 
needs to do more about environmental protection or it 
will be guilty of negligence.” 


Accoru.ng to Ren, the province will do more p:olicity to 
make people aware of the need for environinental pro- 
tection; work on harnessing major rivers; improve the 
urban environment; encourage construction of pollution 
treatment facilities; and use a portion of production 
funds to improve the environment. 


East China's Jiangxi Province will introduce local 
decrees to protect natural resources in and around 
Poyang Lake, one of China's largest lakes. 


Northeast China’s Liaoning Province has decided to 
mobilize the masses to plant more trees, said Wu Guanz- 
heng, governor of Jiangxi Province, and Xiao Zhuofu, 
deputy governor of Liaoning Province. 


Li Shoushan, deputy secretary of the Xinjiang Regional 
Communist Party Committee, is encouraging farmers to 
plant more trees and grass to improve the agricultural 
ecological balance and also asking them to use more 
organic fertilizer and compost instead of chemical fertil- 
izer to raise soil fertility. 
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East Region 


Jiangsu Attracts More Foreign Investment 
OW2607152288 Beijing XINHUA in English 
1411 GMT 26 Jul 88 


[Text] Nanjing, July 26 (XINHUA)—Jiangsu Province, 
an economically developed region in east China, 
approved 144 Sino-foreign joint ventures involving 238 
million U.S. dollars in the first half of this year, 1.82 
times as much as in the same period of last year. 


Of these projects, 75 are to be solely funded by foreign 
investors. Four projects will involve foreign funds up to 
10 million U.S. dollars each. 


The investments, from 18 countries and regions, are to 
be used for building large productive projects and for 
technical upgrading of medium and small enterprises in 
rural Jiangsu. 


Meanwhile, the province has obtained this year 72 
million U.S. dollars of foreign governmental loans for 
the construction of 15 new projects. 


Products from the Huafei Color Display System Com- 
pany Ltd., A joint venture between the Nanjing Huadong 
electronic tube factory and the Philips Corporation Ltd, 
and from the Nanjing Oriental Chemical Industrial 
Corporation Ltd, jointly operated by the Nanjing Chem- 
ical Industrial Corporation and Hong Kong's China 
Everbright Group, have reached world standards of the 
1980s after the two enterprises imported advanced tech- 
nology and equipment this year. 


Zhejiang Government on Managing Price Increase 
OW 2607162888 Hangzhou Zhejiang Provincial Service 
in Mandarin 0900 GMT 25 Jul 88 


[Excerpt] [passage omitted] The price reform of ciga- 
rettes and spirits is an important aspect of the people's 
economic life. The provincial government appeals to all 
localities and departments to truly strengthen leadership 
and improve their propaganda work in this respect. 


The provincial government especially stressed: Com- 
modities that have not been included in the price decon- 
trol and adjustment must not try to seek opportunities to 
raise prices. Management of commodity prices that have 
been decontrolled must be strengthened to prevent arbi- 
trary price increases and charges. Income of industrial 
and commercial enterprises deriving from the increase in 
value of cigarette and spirit stock must be regarded as an 
increase of allotment from the state or working funds 
and must not be distributed as profit or used for other 
purposes. They must strive to improve market supply. 
While responding to market demand, all production and 
management units must organize their production, 
improve procurement, build up stocks, guarantee supply, 
and strive to stabilize it. All production and manage- 
ment departments share the responsibility of to ensuring 
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that the market is in good order province-wide. At 
present we are engaged in combatting drought and in 
summer sowing, and the demand for cigarettes and 
spirits is greater than usual. Particularly during the next 
few days, from announcement to implementation, all 
localities must take the general interest and overall 
account into consideration, adopt truly effective mea- 
sures to ensure the normal supply of cigarettes and 
spirits, and must not refuse to sell just to wait for price 
increases. Places where cigarettes are rationed must 
ensure that ration coupons for July are honored at the 
Original price. All cadres and workers in cigarette and 
spirit production and management units must set exam- 
ples themselves, act as models in administering state 
policies, improve their attitude toward customers, and 
do well in giving information at counters. They must 
manage production .nd supply well and must not share 
ill-gotten profits amou.g themselves, refuse to sell just to 
wait for price increases, conceal their stocks, or engage in 
malpractice for selfish gains. They must improve market 
control. 


To Set Up Foreign-Funded Groups 
¥~7* eee Beijing CEI Database in English 
26 Jul 88 


[Text] Hangzhou (CEI)}—The Association of Foreign- 
Funded Enterprises of Zhejiang Province will be estbl- 
ished here soon. 


Composed of foreign investment managing departments 
and foreign-funded enterprises, the association is a non- 
profiting social organization which has legal person 
status. It aims at establishing extensive connections with 
foreign-funded enterprises of the province and protect- 
ing the legal rights and interests of the enterprises and 
investors. 


During the first six months this year, Zhejiang Province 
approved 39 foreign-funded enterprises. It has 193 such 
enterprises involving 178.88 million U.S. dollars of 
foreign funds. 


More than 60 foreign-funded enterprises have so far 
applied for membership. 


Central-South Region 


Hainan Plans Provincial People’s Conference 
OW 2607113988 Beijing XINHUA in English 
0657 GMT 26 Jui 88 


{Text} Haikou, July 26 (XINHUA)—The newly-estab- 
lished Hainan Province will open its provincial people's 
representative conference August 23, a provincial offi- 
cial announced today. 


The conference will function in an acting capacity as the 
provincial people's congress, the official said. 
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It will elect a Hainan provincial governor, vice-gover- 
nors, a president of the provincial higher people's court, 
a procurator-general of the provincial people’s procura- 
torate and members of the Standing Committee of the 
provincial people’s representative conference. 


Also, the First Session of the First Provincial Committee 
of the Chinese People’s Political Consultative Confer- 
ence (CPPCC) will open August 22, the official said. 


At the meeting, a chairman, vice-chairmen and secre- 
tary-general of the provincial CPPCC committee will be 
elected. 


According to the official, deputies to the provincial 
people’s representative conference and members of the 
CPPCC provincial committee are now being elected. 


Hainan Meeting on Financial Structural Reform 
HX2607122088 Haikou Hainan Provincial Service 
in Mandarin 1000 GMT 25 Jul 88 


{Excerpt} A provincial meeting on the financial struc- 
tural reform was held in Haikou from 23 to 25 July. It 
summed up the achievements and experiences gained in 
the province’s financial structural reform in the past 
year, discussed and set forth the guiding principles, 
tasks, and measures for further reform of the financial 
structure, and called on financial departments at various 
levels to deepen the reform in line with local conditions. 


(Bao Keming), a member of the Standing Committee of 
the Working Committee for the Establishment of Hai- 
nan Province and a responsible person of the provincial 
government, delivered a speech at the meeting. 


Under the leadership of the higher authorities and local 
party and government organs, since last year banks and 
financial offices at various levels of our province have 
taken planned and well-measured steps to reform the 
financial structure and achieved remarkavle successes. 
As a result, a certain number of new financial offices 
have been set up and cooperation and competition in 
financial business have been strengthened. By June the 
number of trust and investment companies and urban 
credit cooperatives had been increased to 17. These 
incorporated financial offices, which differ from banks, 
have been well received by their clients for their inde- 
pendent management, flexibility, excellent service, and 

top efficiency, thus becoming a new lively force on the 
financial front and offering cooperation and competition 
to state-run specialized banks. Meanwhile, their appear- 
ance has promoted the development of financial busi- 
ness and has begun to form a multilevel intertrade and 
transregional accommodation fund network in the prov- 
ince. Last year the province’s financial offices loaned out 
a total of 6.5 billion yuan, easing contradictions between 
demand and supply in funds and strongly backing eco- 
nomic development. 
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To achieve greater successes in the reform, the meeting 
pointed out, new breakthroughs should be made in an 
effort to meet the needs of the province’s development 
and construction. The meeting also called for utmost 
efforts to set up and develop diversified finance and 
insurance incorporation and establish a diversified, mul- 
tilevel and multifunctional financial structure so as to 
further promote cooperation and competition in finan- 
cial business. Meanwhile, efforts should be made to open 
up the money market, open all avenues for money- 
raising, and relax controls and create conditions for 
es’ «t/ishing connections with international financial cir- 
cles ©» collect funds through internal and external chan- 
nels. ,passage omitted] 


Hainan Reform Alleviates Fund Shortage 
OW 2607082088 Beijing XINHUA in English 
0542 GMT 26 Jul 88 


[Text] Beijing, July 26 (XINHUA)—Hainan, an island in 
south China and the country’s newest province, is relying on 


a reform of its banking system and opening up of its money 
market to alleviate its fund shortage problem. 


The OVERSEAS EDITION of the “PEOPLE’S DAILY” 
reported today that the balance of savings deposits of the 
province in the first half of this year were up 31.8 percent 
over the end of last year and the amount of loans, 22.8 


percent. 


The local financial departments have set up 17 finance 
companies, including a trust and investment company, a 
share banking company and urban credit cooperatives to 
compete with specialized banks and form a multi-service 
banking network. 


The banking network has available a sum of more than 
six billion yuan. 


The first six months saw Hainan grant | .346 billion yuan 
in loans to infrastructural construction, up by one quar- 
ter over the amount of loans at the end of last year. 


Construction of the Machun thermal power station, 
Haikou waterworks, deep-water docks at Yangpu Port 
an“ * stallation of a 5,000-line computer-controlled tele- 
phone switchboard have all received aid from these new 
finance bodies. 


According to the paper, the new network not only helps 
construction of infrastructure facilities and power 
projects, but also aids export-oriented enterprises. 


By the end of June they had loaned 700 million yuan to 
these enterprises, up 150 percent over the same period 
last year. 


Hainan Province exported 110 million U.S. dollars 
worth of goods in the first six months of this year, up 290 
percent over the same period iast year, and earned | 30 
million U.S. dollars from exports, up 440 percent. 
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Henan Urges Measures for Fighting Drought 
HK2707011588 Zhengzhou Henan Provincial Service 
in Mandarin 2200 GMT 26 Jul 88 


[Excerpts] The Henan Provincial CPC Committee held a 
Standing Committee meeting on 25 July to listen to 
reports from the agricultural departments on the situa- 
tion in agricultural production this year, and put forward 
demands on how to improve autumn agricultural pro- 
duction. [passage omitted] 


The meeting held: The summer drought arrived early 
this year. It has persisted for a long time, affected wide 
areas, and done a great deal of damage. This is one of the 
most severe droughts ever recorded. As a result, the 
province’s autumn grain production faces an extremely 
grim situation. In order to minimize losses and strive for 
a relatively good harvest, the meeting held that it is 
presently essential to do the following tasks well: 


ted. 
3. It is essential to continue struggling against drought in 
piaces where it has not yet been relieved. The leaders 


. 
; 
‘ 
i 
z 


also to the overall situation of economic construction in 
the province. Hence, all localities must organize early 
arrangements and make an early start on wheat sowing 
this year. [passage omitted] 


5. Launch the masses to collect and make domestic 
manure in a big way. [passage omitt-d] 


6. Seriously do a good job in taking precautions against 
floods now that we are in the flood season. [passage 
omitted] 
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Comrade Yang Xizong made an important speech at the 
meeting. He said that water conservancy construction is 
basic work for developing agriculture and must be car- 
ried out well. Water conservancy facilities are not just a 
question of construction but, even more important, one 
of management. We must tackle this as a major task. 


[passage omitted] 


Hunan To Set Up Technology 
OW2607202788 Beijing XINHUA in English 
1416 GMT 26 Jul 88 


[Text] Changsha, July 26 (XINHUA)}—A science and 
technology development experimental zone will be 
established in China’s Hunan Province, it was announ- 
ceed here today at a news briefing sponsored by the 
provincial government. 


Zone 


The 10-square-kilometer experimental zone will focus 
mainly on developing information, new materials, bio- 
logial techniques, laser techniques, new energy resources, 
energy saving techniques and other industries. 


To attract both Chinese and foreign investors a series of 
preferential terms will be offered. 


According to regulations recently issued, enterprises 
involved in developing new technology will be exempt 
from income tax in the first five years of operation. 


In the next five years, only 50 percent of the income tax 
will be collected. The exemption of building, product 
and business taxes is also defined. 


North Region 


Li Ziming Adresses Beijing Party Session 
SK2307010088 Beijing BEIJING RIBAO 
in Chinese 30 Jun 88 p 1 


(Text] The program for the first-step implementation of 
the the political structural reform of the Beijing Munic- 
ipal CPC Committee will be promulgated in the near 
future for implementation after being revised and final- 
ized in line with the opinions of the plenary session. This 
was the resolution approved at the Third Plenary Session 
of the Sixth Beijing Municipal CPC Committee, which 
concluded on 29 June. 


This session lasted for 2 and ‘2 days. Li Ximing and 
Chen Xitong presided over and addressed the session. 


Comrades participating in the session conscientiously 
discussed and examined the draft of the “progam for 
the first-step implementation of the political s!ructural 
reform of the Beijing Municipal CPC Committev.” They 
held that after 6 months of preparations by carrying out 
in-depth investigations and study, heeding opinions 
extensively, and conducting repeated revisions, this pro- 
gram for implementation fully embodied the democratic 
spirit, and was a good program. They had the view that, 
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implementing the guidelines of the | 3th party congress, 
conforming to the reality of Beijing Municipality, giving 
prominance to focal points, mapping out clear regula- 
tions, and having specific and feasible measures, the 

program embodied a great determination, and put the 
Sc sidsties of balan balb axtive end predens into effect. 
They expressed agreement with the program in principle. 


The participants also studied and discussed Comrade 
Zhao Ziyang’s speech given at the ninth plenary meeting 
of the party Central Committee Political Bureau, and 
based on the guidelines of the speech, discussed the work 
for the second half of the year. 


The major goals of the first-step political structural 
reform of the municipal party committee are, focusing 
on the central link of separating the party and govern- 
ment, to readjust the party’s organizational form and 
work organs, to improve the party’s leadership system 
and work methods, to strengthen the party's political 
leadership, and to accelerate the modernization of the 
capital. The basic contents of the reform are: |) To 
change the functions and leadership methods of the 
municipal party committee, 2) To readjust the work 
organs of the municipal party committee, 3) To change 
the setup of the party organizations of government 
departments, 4) To reform the party’s leadership system 
of enterprises and institutions, 5) To improve the party's 
work of departments, and 6) To strengthen the party's 
discipline inspection work. 


In formulating and implementing this program, we 
should make sure that this program helps to draw a clear 
demarcation line between the functions of the party and 
those of the government in order to strengthen the 
party's political leadership and its self-improvement. 
that it helps to delegate powers to lower levels in order to 
arouse the initiative of every level, in particular the 
grassroots level; that it helps to simplify and unify organs 
in order to raise their work efficiency and quality; and 
that it helps to connect and coordinate the various 
reforms in order to guarantee an active and yet prudent 
progress of reform. 


The program stipulates the mayor functions and respon- 
sibilities of the municipal party committee as follows: To 
implement the party Central Committee's instructions 
in line with actual conditions; to ensure the implemen- 
tation of the state’s government decrees and laws, to 
make policy decisions on local major issues; to coordi- 
nate well the party’s organizations, the organs of state 
power, mass organizations, and various social organiza- 
tions; to recommend important leading cadres to local 
organs of state power, and to successfully carry out party 
building, ideological and political work, and mass work. 
To improve the leadership style of the municipal party 
committee, the municipal party committee will not des- 
ignate its secretaries or standing committee members not 
assuming government posts, to take charge of govern- 
ment work; and will improve the rules for discussion and 
work systems of its plenary sessions, standing committee 
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meetings and meetings of secretaries, develop inner- 
party democracy, implement democratic centralism, and 
make its policymaking more democratic and scientific; 
be good at turning the party’s views into the will of the 
state through legal procedures, and actively support the 
government to exercise its administrative power fully 
independently; and make its leading members devote 
more time and energy to going deep into the realities of 
life, offer opinions and suggestions of strategic impor- 
tance, and decide on principles, policies, and work tasks 
in lien with actual conditions. To comply with the 
change in the party’s leadership functions and work 
methods, the work organs of the municipal party com- 
mittee will be reformed as follows: First, the industrial 
work department, the commerce, and foreign economic 
relations and trade work department, and the urban 
construction department that overlap their counterpart 
government departments will be disbanded, and their 
functions will be transferred to the departments charged 
with overa!i responsibilities of the municipal party com- 
mittee, the reievant departments of the government, and 
district and county party committees. Second, the func- 
tions and organizations of the political and legal cori- 
mission, the education work department and the rural 
work department will be readjusted in such a way that 
they can concentrate efforts on the study of policies, 
coordination of work, and party building. Third, paren- 
tal departments of integrated party and government 
organs will be decided. Fourth, nonpermanent organs 
will be straightened out, and in principle, no temporary 
organs of the party will be established in the future so as 
to help functional departments play their normal role. 
Fifth, institutions directly under the municipal party 
committee will be readjusted. Sixth, the functions, 
responsibilities, and work of multipurpose 
functional 4d. partments will be further clarified, and the 
administrative work that should be handled by govern- 
ment departments, and the work that should be under- 
taken by governments and mass organizations will be 
transferred to relevant government departments and 
mass Organizations. 


Comrade Li Ximing pointed out in his speech: This 
being a complicated task, the political structural reform 
should be carried out in an active and yet prudent 
manner. Leading persons at various levels should have 
an active attitude, and a firm confidence and determi- 
nation. They should adopt stable and safe methods and 
steps, make meticulous mental and organizational prep- 
arations, and avoid rushing headlong into mass action 
and taking any hasty action. In conducting the reform, 
they should stress actual results instead of engaging in 
formalism. They should successfully carry out ideolog)- 
cal and political work, and settlement of cadres in the 
process of reform. 


In his speech, Comrade Li Ximing urged leading cadres 
to thoroughly study Comrade Zhao Ziyang’s important 
speech given at the ninth plenary meeting of the party 
Central Committee Political Bureau, enhance their 
understanding, and unify their thinking. He said: In 
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studying Comrade Ziyang’s speech, the most important 
thing is to unify the undersianding of the major policies 
for reform, in particular the understanding of the situa- 
tion. Through reform, our economy has been enlivened 
instead of stifled, production has been promoted instead 
of retarded, and the people’s living standards have been 
improved instead of downgraded. In other words, the 
reform has been a success, not a failure. We should have 
a clear understanding of this. We should boldly publicize 
the achievements of reform, and steel our confidence in 
reform. Meanwhile, we should also note that our reform 
has reached the crucial step, and we are faced with many 
unavoidable, very difficult problems, such as price, wage 
and labor systems. At the crucial moment of reform, 
leading cadres at various levels and communist party 
members should unify their thinking and work in unison 
to overcome the difficulty. They should take the overall 
Situation into account and strictly enforce orders and 
prohibitions instead of considerning only the interests of 
individuals and small groups. 


Speaking on the issue that party and government organs 
should be honest and upright, Comrade Li Ximing 


whether party and government organs are honest and 
of the people, and the success or failure of reform. We 


not abuse power for selfish gains, and to persist in plain 
living and arduous struggle and not engage in extrava- 
gance and waste. The municipal party committee and 
government, and district and county party committees 
and governments should take the lead in doing so, and 
party-member leading cadres should set themselves as 
examples. The reason the municipal party committee is 
holding this plenary session at its office instead of a hotel 
is to set a good example in thrift and hard work. 


He pointed out: Instead of regarding all dishonest and 
corrupt acts as unhealthy party style comprehensively, 
we should conduct specific analysis of them, distinguish 
their different natures, and solve them conscientiously. 
Such serious law and discipline violations as abuse of 
power to blackmail, embezzle and steal, and sell state 
interests must be investigated and handled according to 
law and administrative discipline, and corrupt elements 
within the party must be resolutely expelled. He said: 
The fundamental way to keep party and government 
honest and upright in performing their official duties is 
to conduct reform and improve systems. We should give 
full play to the role of the state supervisory organs, 
auditing organs, judicial organs, and the party's disci- 
pline inspection organs. 


Comrade Li Ximing stressed: In the crucial stage of 
—y 4 it 1S imperative that ideological and political 

be strengthened and reformed. The current ideo- 
Soad and cehiied oot cheats to fumed an Go 
following three aspects. First, the achievements in 
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reform should be publicized boldly. We should give 
publicity to achievements and the essential aspect to 
inspire the people's fighting will, and should not speak 
on problems and defects alone to dampen their enthusi- 
asm. Second, education in taking the overall situation of 
reform into consideration should be conducted. We 
should work in unison, and maintain stability and unity 
to overcome the difficulty. All speeches an acts in 
violation of the overall situation go against the will of the 
people, and are not permitted. We should have a clear- 
cut stand and firm attitude toward this. Third, the 
masses should be guided to correctly understand and 
treat the problems arising in reform. We should clearly 
explain to them that these problems are not the result of 
reform, but an unavoidable phenomenon in the process 
of replacing the old systems with the new. To solve these 
problems, we should rely on deepening reform instead of 
giving up reform and returning to the old road. We will 
have no way out if we regress. Comrade Li Ximing 
pointed out that we should reform ideological and polit- 
ical work in order to strengthen it, and that we should 
establish a new framework for the work as soon as 
possible. 


In his speech, Comrade Li Ximing also called for efforts 
to further deepen enterpnse reform and improve eco- 
nomic results. 


Comrade Chen Xitong stressed in his speech: To over- 
come difficulty and eliminate the reform barner. the 
most fundamental way is to develop the productive 
forces, and improve the economic results of enterprises. 
Through introduction of the competitive mechanism, we 
ment, and fully arouse the initiative of staff members 
and workers. 


Members and alternate members of the municipal party 
committee attended the session. Members of the munic- 
ipal Advisory Commission, members of the municipal 
Discipline Inspection Commission, and major responsi- 
ble comrades of the various departments, commissions, 
sections, and offices of the municipal party committee 
attended as nonvoting delegates. 


Mayer Praises by Mass Media 
OW2707084888 Beijing XINHUA in English 
0704 GMT 27 Jul 88 


(Text] Beijing, July 27 (XINHUA)}—Mayor of Beijing 
Chen Xitong said supervision by the mass media is 
“helpful for the improvement of our work”. 


Al an executive meeting of the municipal government 
Monday, Chen said a serious attitude should be taken to 
deal with the problems discovered by the press and to 
find proper ways to solve them promptly. 
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Tianjin’s Li Ruihuan Interviewed on Prices 
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government. Proceeding from the stand of showing con- 
cern for the people’s everyday life. our governments 
should conscientiously study the difficulties that the 
price rises have created for the people and soon grant 
subsidies for the difficulties in line with relevant stipu- 
lations. Price, finance, civil administrative and labor 
departments, trade unions, and other departments con- 
cerned should consider this an important task and make 
sure that the everyday life of some people will not 
become more difficult after the price adjustment. 


Li Ruihuan said: The most fundamental way to stabilize 


should proceed from the overall situation and reduce 
production costs by raising labor efficiency and tapping 
production potential so as to minimize the burden of 
consumers. The vast rural areas should also provide 
urban people with more and better farm and sideline 
products in line with the principle of serving the city and 
making peasants prosper. 


On behalf of the municipal party committee and govern- 
ment, Li Ruthuan expressed heartfelt gratitude and high 
respect to the people throughout the municipality for 
their support for the government work. He urged the 
people to continuously support the work of the munici- 
pality and to criticize, supervise, and examine the exist- 


circles would exercise their power and conduct supervi- 
sion and inspection to maintain good order in the 


disturb market order and public security and against 
vanous law-breaking activities so as to consolidate and 
develop the excellent situation of our municipality. Li 
Ruthuan concluded: Whoiehearted service to the people 
1s the purpose of the people's governments. Everyone 
may rest assured that we will never forget this purpose in 
the process of price reform. 


Northeast Region 


Heilongjiang Encourages Private Economic Sector 
OW2707083788 Beijing XINHUA in English 
0727 GMT 27 Jui 88 


[Text] Harbin July 27 (XINHUA)}—Specialists on the 
government payroll are now allowed to provide consul- 
tancy and other services to individua! and privately- 
owned firms in their spare time. 


This 1s one of the policy measures adopted recently by 
the Heilongjiang Provincial Government to encourage 
the ind:vidua! and private economic sectors. 
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At the end of 1987, the sectors employed 440,000, 
including 58,000 working in privately-owned firms, the 
Beijing-based “ECONOMIC INFORMATION” 
reported today. 


Individual and private firms from other provinces are 
also allowed to do business in Heilongjiang, and tax 
breaks are given to those which face problems during 
their first six months of operation. 


Farmers who start up individual or privately-owned 
businesses and families who get involved in partnerships 


Northwest Region 


Qinghai CPC on Li Tieying, Song Jian Opinions 
HK2707021588 Xining Qinghai Provincial Service 
in Mandarin 1400 GMT 26 Jul 88 


[Excerpts] The Qinghai Provincial CPC Committee held 
its monthly meeting today. Deputy Secretary (Fang 
Juejia) presided. Deputy Secretary Tian Chengping 
reported on the spirit of speeches delivered by Comraces 
Li Tieying and Song Jian during their inspectic. of 
Qinghai, and the provincial party committee's views on 
implementing the spirit. Lu Baoyun, member of ihe 
Standing Committee of the provincial party committee 
and political commissar of Qinghai Military District, 
spoke on strengthening the building of the reserve force 
in the province and carrying out education in national 
defense concepts. 


Li Tieying, member of the Political Bureau of the CPC 
Central Committee, State Councillor, and Chairman of 
the State Education Commission, and his party 
inspected basic and nationality education in Qinghai 
from 11 to 14 July. Comrade Li Tieying gave very 
important views on the guiding ideas and principles and 
policies on education in Qinghai. Summed up, his main 
views were as follows: 


1. China’s education has developed greatly in the nearly 
40 years since the founding of the state, but it is facing 
many problems at present. We must persevere in reform- 
ing the education structure and ensure that education 
suits the requirements of economic development and 
provides better service for economic construction. 


2. Qinghai must proceed from its own realities and from 
local economic and popular needs in exploring a new 
path for developing education. 


State Corncillor and State Science and Technology 
Commission Chairman Song Jian inspected work in 
Qinghai from 4 to 12 July. He gave the following views 
on work in the province: Qinghai’s economic construc- 
tion is now at a turning point. | hope that the province 
will oe able to grasp this favorable opportunity to give 
full scope to its strong points in resources and speed up 
economic development. With the onward development 


hia 
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of Qinghai's economy, our cadres and the party and state 
leadership personnel at all levels must further emanci- 
pate their minds and relax the policies and score new 
achievements in economic and joint development. 
Although Qinghai lacks talented people, those who come 
here from elsewhere have nothing to do. It is therefore 
necessary to readjust the social structure and consciously 
om Opportunities for intellectuals to display their 
talent. 


Tian Chengping said: The provincial party committee holds 
that two points must be stressed in implementing the spirit 
of the speeches of Comrade Li Tieying and Song Jian: First, 
it is necessary to do well in study and truly appreciate this 
spirit; second, we must organize forces to investigate and 
study, produce plans for implementation, and organize their 
execution. [passage omitted] 
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Lu Baoyun pointed out in his speech ihat People’s Armed 
Forces work has scored new success in the province. At 
present, two problems urgently need resolving in this work: 
The two-level leadership issue needs further smoothing out, 
and we must ensure that the People’s Armed Forces depart- 
ments devote their main energy to militia and reserve 
service work. The force of People’s Armed Forces cadres 
urgently needs strengthening. 


Lu Baoyun said: In the coming period, the provincial 
Military District will work together with the PLA units 
stationed in the province and the departments concerned to 
launch national defense education on an extensive scale. We 
should further strengthen army-government and army- 
people unity and nationality solidarity. enhance people's 
understanding of the People’s Army, and form a climate of 
making contributions to national defense. 
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27 July 1968 PRC MEDIA ON TAIWAN AFFAIRS «3 
LIAOWANG on Zhao’s Letter to Li T In a certain sense, the telegram can be regarded as one 
HK2707024188 Hong LIAOWANG OVERSEAS that was sent to the KMT through its Chairman. Then, 
EDITION in Chinese No 30, 25 Jul 88, p | there may be another : Does this indicate that 
the CPC only places hopes on the KMT authorities? This 
1S NOt true either text of the telegram gave a clear 
(“Letter From —. = Bao Xin (7637 0207): answer. There were only two sentences in ES teen. 
“Beginning With Zhao Ziyang’s Congratulatory Message ut the second sentence szid: “It is sincerely hoped that 
to Li Teng-hui™) our two parties will join all compatnots throughout the 
country in oe the great cause of cue reunifica- 
tion at an early meaning of this sentence is 
[Text] My brother: rather clear. The CPC not only places hopes on the 


Li Teng-hui. You asked 
me to give my opinion on this, so | can only express my 
humble opinion here to the affairs before and 
after Zhao's tulation telegram, and you may judge 
whether it is right or not. 

People in ing generally expected that Li Teng-hu: 
would be KMT Chairman. Zhao 
Ziyang's was a well!-considered 


Teng-hui would utter anti-communist remarks at the 
13th KMT Congress, but the CPC did not conclude that 


utter anti-communist A Aff How 
could Li Teng-hui not do this as a newly elected party 
chairman? If he did not talk about 


a single person? | think that we cannot reach such a 
conclusion. 


Li Teng-hui was elected party chairman almost unani- 


mously through legal procedures. So he should not be 
regarded as an ordinary individual in the KMT, but 


beginning of the “Li Teng-hui era.” 
unrealistic to separate Li Teng-hui from the KMT. 


KMT, but places more hopes on “all compatriots 
throughout the country.” including the Taiwan compa- 
my oF ph yall any In recent years, the 
CPC leaders have repeatedly stressed this point. Zhao 
Ziyang's to Li Teng-hu: was just another dem- 
onstration of this principle. 


In fact, in order to realize reunification, it 1s necessary to 
place hopes on both the KMT authorities and all com- 
patriots. This is because the KMT 1s now the ruling party 
in Taiwan, and 1s still dominating and controlling the 
political, economic, and military affairs of Taiwan. This 


the mainiand and Taiwan, we must squarely face this 
However, the KMT must not ignore the wishes of 
must comply with current trends. Tai- 
compatnots and all compatnots at home and in 
overseas areas hope for the motheriand's peaceful reuni- 
fication, and call for the two sides of the strait to join 
hands in developing China. This creates heavy pressure 
on the KMT and forces it to react in certain ways. No 
visite quiieieds Gatty ean tgnase Ge offi of ihe Guaate 


In fact, under such circumstances, the KMT authorities 
have also taken certain actions to relax relations between 


the times. At present, a “mainland fever” has taken 
shape in Taiwan, and this will undoubtedly continue to 
push the KMT authorities to advance their policy in 
relations with the mainland This also demonstrates the 
objective law that the people are able to promote the 
advances of history. 


The development of history often goes beyond people's 
expectations. In 1981, when Chairman Ye Jianying 
made the speech on the nine points for peaceful reunifi- 
cation, few people then expected that today's situation 
might appear. On the contrary, many people simply said 
that the CPC's “nine-point proposal” was the “wishful 
thinking of a daydreamer.” However, today’s state of 
affairs is completely different. In the future, when we 
review today’s situation, we may have the same feelings 
as we when we review the past now. We have every 
reason to believe that the development of the situation 
will not be too slow. 


FBIS-CHI-88-144 
27 July 1968 


In fact, the two sides of the strait have 


Teng-hui: You said: “We must place entire China in our 


the strait in light of this spirit so as to promote the ear! 


PRC MEDIA ON TAIWAN AFFAIRS 


realization of the motherland’s peaceful reunification. 
This 1s a good opportunity for you to make outstanding 
contributions to our nation’s history. 


Taiwan Parli--mentarian Ends Mainiand Visit 
OW2707120088 Beijing XINHUA Domestic Service 
in Chinese 1313 GMT 25 Jul 88 


[By reporter Yang Chunnan} 


[Text] Guangzhou, 25 Jul (XINHUA)}—Wu Che-lang, a 
Taiwan “National Assemblyman,” left here for Hong 
Kong this evening after concluding his tour and visiting 
activities on the mainiand. 


Wu Che-lang arrived in Guangzhou on the evening of 24 
July after visiting in Beijing, Xian, and Hangzhou. 


In an interview with reporters in Guangzhou, Wu Che- 
lang said: It 1s unreasonable for the Taiwan authorities to 
impose a ban on family visits to the mainland by “public 
functionaries.’ He said the strongest impression he had 
during his visit was that the two sides of the Taiwan 
Strait must make great strides in their interchanges. 
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Rules for PRC Visitors 
HK2707101088 Hong Kong AFP in English 
0939 GMT 27 Jul 88 


[Text] Taipei, July 27 (AFP)—Taiwan’'s Interior Minis- 
try has drafted rules to govern visits by Mainland Chi- 
nese to see sick relatives or attend funerals of family 
members in Taiwan, an official said Wednesday. 


The draft was completed two weeks after the ruling 
Kuomintang (KMT) adopted a more relaxed mainland 
policy, agreeing to open Taiwan's doors for the first time 
to Mainland Chinese and widen imports of major raw 


Under the rules, which are to be submitted to the cabinet 
for approval next week, only parents, spouses and chil- 
dren of Taiwan residents would be allowed to come to 


Those seeing sick relatives can stay for two weeks while 
those attending funerals can spend a month here, he said. 
2) Gane are S Gomme Te Ge 
the visi oe © See © ae oe 


special medical team will screen visit applications, he 
added. 


Visits by the Chinese for other purposes had not been 
considered at the moment, the official said. 


Under current laws, a Mainland Chinese is barred from 
entering Taiwan unless he ‘s at least 75 years old and has 
relatives here or has stayed in a “free” country for a 
minimum of five years and obtained permanent resi- 
dency there. 


The KMT, which fled to the island in 1949 after losing a 
civil war to Chinese Communists, has refused to develop 
any official links with Beiing. 


But it has permitted Taiwan nationals to rejoin relatives 
on the mainland on humanitarian grounds since Novem- 
ber and opened mail exchanges across the Taiwan Strait 
three months ago. 


Taiwan has also given its consent to local athletes who 
wish to participate in the Asian Games to be held in 
China next year But it still bans travels to the mainland 
for other purposes including trade, sightseeing, reporting 
and cultural activities. 


Mid-East, Southeast Asia To Import Training Jet 
HK2607144888 Hong Kong AFP in English 
1409 GMT 26 Jul 88 


[Text] Taipei, July 26 (AFP)}—Taiwan had geared up 
efforts in selling domestically produced training jets to 
the Middle East and Southeast Asia, the UNITED 
EVENING NEWS reported Tuesday. 


TAIWAN 55 


A state-run ammunition plant and a national defense 
unit had been in close contact with one Middle East 
nation and another one in Southeast Asia to promote the 
twin-engine AT-3 jet, the first aircraft of its kind pro- 
duced in Taiwan, the paper said. 


The prototype of Taiwan's first self-designed defense 
fighter is expected to make its debut by the end of the 
year and production is to begin in three years, informed 
sources said. 


According to the paper, the Middle East country is in 
need of some !0 training jets and the Southeast Asian 
Se Sa eas oS Waa 


It did not identify the countries. 


The move marks the first time Taiwan has promoted for 
export an aircraft which is designed and made by its air 
force, the paper said. 


The AT-3s would be competitive compared with similar 
jets produced by Britain and France which are priced at 
between four and five million U.S. dollars apiece, ana- 


lysts said. 


The Defense Ministry is also hoping the aircraft sales 
could provide a financial source to compensate for cuts 
in the defense budget. 


Taiwan's defense budget for fiscal 1989 beginning July |! 
was cut by 519 million Taiwan dollars (18.1 million U.S. 
dollars) from a 256.3 billion Taiwan dollars 
(8,952 million dollars) to 255.8 billion Taiwan dollars 
(8,934 million dollars) by parliament. 


Director of Taiwan's Industrial Development Bureau 
Yang Shih-chien has said the country expects to make its 
own commercial airplanes in 10 years and is to set up a 
company to handle cooperation with internatonal firms 
by the end of this year. 


Several foreign aircraft companies including ATR of 
France, a West German company and Bromon Aircraft 
Co. of the United States are seeking to cooperate with 
Taiwan in numerous commercial projects, he said. 


Ban on Direct Shipping to Vietnam Lifted 
HK2707085688 Hong Kong AFP in English 
0836 GMT 27 Jul 88 


[Text] Taipei, July 27 (AFP)—Taiwan has allowed ships 
flying the country's flag to sail directly from the island to 
Vietnam after a 13 year-b22, a Communications Minis- 
try official said Wednesday. 


Pan Kuang-yu. director of the ministry's Navigation and 
Aviation Department, told AGENCE FRANCE- 
PRESSE that restrictions in force since the reunification 
of Vietnam in 1975 were removed on July |. 
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Vessels flying Nationalist Chinese flags are now permit- 
ted to call directly at Vietnamese ports upon ministry 
approval, Mr Pan said. The move followed requests from 
a trade delegation that Taiwan remove restrictions on 
post, transport and telecommunications with the country 
to boost mutual trade. 


Six delegates from the semi-official China External 
Trade Development Council made a week-long trip to 
Ho Chi Minh City and Dong Nai province earlier this 
month to promote trade between the two countries. It 
was the first semi-official delegation authonzed by Tai- 
pei to visit a Communist nation. 


Direct postal links with Vietnam will no longer be a 
problem following the removal of the ban on direct 
sailing and other trade barriers, Mr Pan said, adding that 
the opening of direct telecommunications was expected 
soon. 


Taiwan's national flag carrier, China Air Lines, had been 
permitted to fly over Vietnam's airspace in some of its 
international flights, he added. 


Council officials said Vietnam was a potential market for 
Taiwan machinery and the island’s massive nce surplus 
and that it was also a rich source of raw materials for 
local manufactureres. 


The latest move reduces the number of nations banned 
from having direct shipping contacts with Taiwan to 
five—China, North Korea, the Soviet Union, Albania, 
and Burma—which the Nationalist government consid- 
ers hostile to it. 


Under current rules, foreign-registered ships are also 
banned from sailing directly from Taiwan to these coun- 
tries, except Burma. Ships with Taiwan crew have to 
seek ministry approval before sailing to the areas from 
third ports. 


Premier Meets Delegation to Northern Europe 
OW2707044488 Taipei CNA in English 
0258 GMT 27 Jul 88 


[Text] Taipei, July 27 (CNA)}—Basically few difficulties 
are anticipated for the Republic of China’s [ROC’s] bank 
privatization, b:"t the bank law should be revised first to 
institutionalize banking business, Premier Yu Kuo-hua 
said Tuesday. 


Premier Yu made his remarks while receiving a nine- 
member legislative delegation which will leave Taipei 
July 30 for a northern European visit. During the meet- 
ing, Yu also exchanged opinions with the legislators on 
problems now facing the nation. 


Both the laborers and farmers insurance programs will 
be further expanded to cover dependants so as to move 
towards a universal health insurance program by 2000, 
Yu noted. 


TAIWAN 


The Premier was very much concerned about the 
drought in central and southern Taiwan, which is 
believed to be the most serious in more than 10 years. 
More reservoirs must be built to guard against future 


droughts, he said. 


Construction of the fourth nuclear power plant and the 
fifth naphtha cracking plant, part of the Government's 
14 major construction projects, are lagging seriously 
behind their original schedules due to the public's 
increasing environmental protection awareness. Yu 
hoped that the responsible government agencies would 
strengthen communications with the public to ensure 
that the two construction projects be completed at a 
early date, otherwise, electricity shortages and petro- 
chemicals shortfalls will impede the ROC’s economic 
development. 


The farmers’ associations have given too much emphasis 
to financial affairs, Yu said; this is mistaking the means 
for the end. Associations should rather actively work to 
promote updated agricultural know-how, he noted. 


Yu also told the legislators that last week's mayor cabinet 
reshuffle emphasizes young, energetic, and forward- 
looking characteristics. He is optimistic about the new 
cabinet, saying that it will bring an esprit de corps into 
full play and enable the new ministers to shoulder greater 
responsibilities in years ahead. 


Defense, Interior Ministers at National Seminar 
OW2607231688 Taipei CNA in English 
1542 GMT 26 Jul 88 


{Text} Taipei, July 26 (CNA}—The Government of the 
Republic of China is determined to continue its political 
reforms and to thoroughly implement constitutional democ- 
racy, Intenor Minister Hsu Shui-teh said Tuesday. 


In an effort to accelerate the nation’s democratic devel- 
opment, the government has undertaken such concrete 
measures as lifting the emergency decree, enacting the 
National Security Law and the Assembly and Street 
March Law, revising the Civic Body Organic Law and 
lifting the ban on the formation of new political parties, 
Hsu said. 


Moreover, he added, the government is studying mea- 
sures to reform the parliamentary organizations, to insti- 
tutionalize the local autonomy system, and to revise 
election laws and regulations. 


Minister Hsu was reporting on the nation’s political 
situation to the 1988 National Development Seminar 
being held in Taipei. More than 200 local and Overseas 
Chinese scholars and experts are taking pari in the 
12-day meeting sponsored by the government to solicit 
suggestions on national development for the govern- 
ment’s references. 
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Outlining the government's priorities in the arena of 
political and social development, Hsu said, that in 
addition to political reformas, the government wil! also 
seek to improve the social welfare system, to promote 
harmonious relations between labor and management, to 
establish an unemployment insurance system, and to 
step up administrative modernization. 


As to Chinese mainiand policy, Minister Hsu said the 
t will “draw a line between mainland compa- 

triots and the Chinese Communisi regime.” 

While asked to brief participants on the government's 

parliamentary reform plan, Ma Ying-jeou, chairman of 

the Research, Development and Evaluation Commis- 

sion, noted that the plan aims to rejuvenate the nation’s 


parliamentary organs and to improve their structures so 
as to strengthen their representation and functioning. 


Under the plan, senior parliamentary members elected 
on the mainiand will be gradually retired, and the 


TAIWAN 


numbers of senior members and of additional members 
elected from the Taiwan area are expected to be about 
the same after the next parliamentary elections sched- 
uled for late 1989, Ma said. 


Meanwhile, a ranking officer of the Ministry of National 
Defense told the seminar that the nation must step up its 
military buildup and war preparedness in order to ensure 
national security. 


Lt. Gen. Liu Tse-chung, reporting on defense develop- 
ments to the seminar, said that the military must recruit 
more talented researchers to stimulate the development 
of advanced defense technology so that the nation can 
rely more on its own defense systems. 


The scholars and experts will begin discussions on eight 
major subjects Wednesday, and will also visit a variety of 
economic and cultural institutions before the seminar 
concludes Aug. 5. 


27 July 1988 
Hong Kong 


Domestic Exports Increase by 11.3 Percent 
HK2707052788 Hong Kong HONGKONG STANDARD 
in English 27 Jul 88 p 1 


[By Chito Santiago} 


[Text] Total exports for June rose 30.7 percent over last 
year to $40.5 billion, with domestic exports showing a 
marked improvement. 


Provisional figures released yesterday by Census and 
Statistics show domestic exports rose 11.3 percent to 
$18.1 billion, or more than double the 5.1 percent annual 
growth rate recorded in May. 


An economist at Standard Chartered Bank, Mr Edward 
Leung, said that in nominal terms, Hong Kong would 
register a double-digit growth in domestic exports this 
year. 


“Domestic exports continue to provide impetus to the 
Hong Kong economy,” he said. 


It was re-exports, thought, which under-pinned the 
healthy performance as they surged 52.1 percent from 
the preceding year to $22.4 billion. 


Imports rose 34.4 percent to $43.2 billion, to give an 
overall deficit of $2.7 billion for the month. 


This was more than twice the $1.1 billion shortfall 
recorded in June last year when exports fetched almost 
$31 billion, against imports of $32.1 billion. 


A government spokesman attributed the sharp rise in 
re-exports to the increasing importance of Hong Kong as 
an entrepot for China and for the East Asia region. 


The director and chief economist at Wardley Investment 
Services (HK), Mr Tommy Thompson also praised the 
resiliency of the China trade in boosting the territory's 
re-exports. “The China economy is booming and becom- 
ing integrated with the world economy,” he said. 


But he felt the U.S. market had remained weak for Hong 
Kong exports due to slow sales in textiles and garments. 


Compared with a month ago, Hong Kong's exports in June 
rose 4.5 percent, with domestic exports and re-exports 
climbing 4.9 percent and 4.2 percent respectively. 


For the first six months of this year, exports recorded a 
28.3 percent rise over the 1987 period to $212.9 billion. 


Domestic exports accounted for $96.5 billion (up 11.5 
percent), while re-exports contributed $1 17.3 billion (up 
46.4 percent). 
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New Hong Kong Flags, Emblems Display in Beijing 
OW 2607143888 Beijing XINHUA in English 
1200 GM: 26 Jul 88 


~_—_ ~y- July 26 (XINHUA)—An initial selection 
of flags and emblems of the future Hong Kong Special 
Administrative Region went on display at the China Art 


Gallery here today. 


The 26 flags and 26 emblems were selected from over 7,000 
designs last April by a selecticn committee. Six flags and six 
emblems will again be chosen out of the present selections 
before the Hong Kong Basic Law Drafting Committee 
makes the final decision late this year. 


The chosen flag and emblem will then be submitted to 
the National People’s Congress (NPC) Standing Com- 
mittee for deliberation in early 1989 and will have to be 
approved by the NPC in 1990. 


Qian Weichang, chairman of the selection committee, 
said that the exhibition is aimed at soliciting opinions 
from the public. 


Lei Jieqiong, vice-chairman of the NPC Standing Com- 
mittee, visited the exhibition. 


CHING PAO Editor Cited on Basic Law 
HK2707012088 Hong Kong ZHONGGUO TONGXUN 
SHE in Chinese 1017 GMT 24 Jul 88 


[Article by reporter Zou Zongbin(6760 1350 1755): 
“Beijing Is Expected to Change Its Ideas to Respect 
Hong Kong People’s Aspirations—Editor of CHING 
PAO Discusses Basic Law’) 


{Text} Hong Kong, 24 July (ZHONGGUO TONGXUN 
SHE)—While most Hong Kong people, following careful 
and sober consideration and discussion over the Draft 
Basic Law of the Hong Kong Special Administrative 
Region of the People’s Republic of China (For Solicita- 
tion of Opinions), have reached a consensus on a number 
of important issues in the Basic Law, we hope Beijing 
will take a broad and long-term view in listening to their 
opinions, and a change in Chinese leaders’ ideas will 
have a vital bearing on their attitude towards public 
opinion in Hong kong. That is a statement by Lin Wen, 
editor in chief of CHING PAO. 


According to Lin Wen, the views shared by most people 
are: The Basic Law should not put undue emphasis on 
“sovereignty” while neglecting “two systems,” those 
“ambiguous” and “preemptive” articles which will pre- 
vent Hong Kong from exercising a high degree of auton- 
omy should be clarified or deleted; the definition of 
interpretation power of the basic law should be given in 
accordance with the practice in Hong Kong whereby the 
courts, under the common law system, are entitled to 


FBIS-CHI-88-144 
27 July 1988 


give judicial interpretation of the law, the central peo- 
ple’s government should leave the interpretation of pro- 
visions other than those concerning defence and foreign 
affairs to Hong Kong courts and should not encroach on 
other affairs as laid down in the draft basic law; in the 
future Hong Kong Government, the executive body 
should not be vested with excessive power and the 
articles on the economy, culture and education are too 
rae SS Gas OCs Sen eS Gs GS 
out. 


In Lin Wen's view, if the 2 -y-- = 


ri 
if 


common law system, we should 
practice brought about by the common law system. 


Lin Wen emphasized that Hong Kong owes its success to 
the elite stratum, that 1s. the middle class. which plays an 


existance, so it obviously pays more attention to the 
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latter. Lin Wen pointed out however, that the big bour- 
geoisie would not have succeeded without the middle 
class; therefore, Beijing should pay adequate attention to 
the demand for democracy from the middle class when 
considering the future political structure for Hong Kong. 


Macao 


Macao-Mainaland Border F ormalities 
OW2707024688 Beijing XINHUA in English 
0042 GMT 27 Jul 88 


{Text} Hong Kong, July 27 (XINHUA}—About 11.5 
millon passengers passed through the border checkpoint 
between Macao and ihe Chinese mainiand during the 
first half of this year, an increase of 26 percent over the 
same period of last year. 


The “MACAO DAILY NEWS” reported that among the 
two-way traffic passengers, nearly 14,000 were people 
coming from Taiwan who entered the mainiand through 
the Gongbe: Pass to visit their relatives. 


In the meantime, the number of the cross-border vehi- 
cles reached 480,000, a quarter more than the first six 
months of 1987. 


In addition, the number of vessels to and from Macao 
amounted to 23,000, up 17 percent, it said. 


The paper also reported that the frontier inspection and 
customs departments have further simplified their for- 
malities this year. 
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